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Eureka? 

Remember  cold  fusion 
and  act  with  caution 
Science,  Page  12 
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Telecom  KaKa  and  Olivetti 
What  shareholders  think 
of  the  takeover  plan 
Page  18 


China 

Why  foreign  ii 
running  out  of  patience 

Page  15 


Malaysia 

Still  rowing  against 
the  liberal  current 
Page  6 
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WORLD  NEWS  ■ 

UK’s  highest  court 
rules  Pinochet  can 
face  extradition  bid 

Britain  seemed  set  yesterday  to 
back  continued  Spanish  attempts 
to  extradite  General  Augusto 
Pinochet,  the  former  Chilean  dic- 
tator accused  of  crimes  against 
humanity.  An  important  court  rul- 
ing weakens  the  case  against 
him,  but  officials  said  home  sec- 
retary Jack  Straw  was  unlikely  to 
reverse  his  previous  approval  of 
the  extradition  process.  Page  16; 
Reaction,  Page  6;  Twice 
damned,  Page  14;  No  hiding 
place.  Page  15 

Waiver  sought  to  Iran  sanctions 
The  White  House  is  under  pres- 
sure to  grant  a one-time  waiver 
of  sanctions  against  Iran  to  allow 
the  sale  erf  farm  products  worth 
$500m  . Americas,  Page  6 

Japan  to  review  its  defences 
Prime  minister  Keizo  Obuchl  said 
Japan  would  consider  strength- 
ening its  defence  capability  after 
Japanese  destroyers  gave  up  - 
chasing  two  unidentified  ships 
which  had  intruded  into  its 
waters.  Asia,  Page  4 

K9ler  disease  spreads  in  Malaysia 
A disease  that  has  killed  58 
people  in  Malaysia  has  spread  to 
the  island  of  Borneo.  Japanese 
encephalitis  Is  carried  by  pigs ' 
and  spreads  to  humans  via  mos- 
quitoes. Asia,  Page  4 

N Ireland  body  set  to  go  ahead 
Northern  Ireland  minister  Mo 
Mowlam  indicated  she  would  . 
push  ahead  with  formation  of  the 
region’s  new  power-sharing 
administration  on  Good  Friday 
despite  a continuing  row  over 
paramilitary  arms.  UK,  Page  10; 
Regional  aid.  Page  3 

Ramos  vows  to  dear  his  name 
Former  Philippine  president  Fidel 
Ramos  vowed  to  clear  his  name 
after  a senate  panel  urged  his 
prosecution  for  alleged  misuse  of 
state  funds.  . 

Paraguay  to  impeachment  move 
Paraguay's  tower  house  voted  for 
impeachment  heartnge.against  ' 
President  Raul  Cubas  for  not  jail- 
ing his  mentor,  Lino  Oviedo,  con- 
victed for  a coup  attempt  Pic- 
ture, Page  5 

Democrat  bows  out  of  race 
Civil  rights  leader  the  Rev  Jesse 
Jackson,  who  twice  sought  Dem- 
ocratic party  nomination  for  the 
US  presidency,  said  he  would 
not  be  entering  the  race. 

Pretoria  fraud  case  opens 
Wouter  Basson,  South  Africa’s 
former  head  of  chemical  and  bio- 
logical warfare,  was  charged  with 
fraud,  theft  and  murder. 

Runaway  train  kHte  32 
A runaway  train  bound  for  the 
Kenyan  port  of  Mombasa  jumped 
the.  track  and  killed  at  least  32 
people,  including  five  foreigners. 
Another  100  people  were  Injured. 

Uproar  over  Indian  insurance 
India's  state-owned.  General 
Insurance  Corporation  dropped  a 
rape  clause  in  a women's  insur- 
ance policy  because  of  outrage 
that  the  government  should  sell 
“rape  Insurance".  Asia,  Page  4 

Sensitive  GM  food  test  launched 
Rank  Hovis  McDougall  subsidiary 
RUM  Technology  of  the  UK. 
launched  a test  it  says  can  iden- 
tify even  tiny  amounts  of  geneti- 
cally modified  ingredients  in  pro- 
cessed food. 


BUSINESS  NEWS 

Mediobanca  chief 
faces  pressure 
to  stand  down 

Mediobanca  chief  executive 
Vincenzo  Maranghi  came  under 
increasing  pressure  from  share- 
holders and  bankers  to  step 
down  to  clear  the  way  for  a radi- 
cal restructuring  of  the  Milan 
investment  bank. 

Europe,  Page  18 

Nomura  Securities,  Japan's 
biggest  broker,  was  downgraded 
by  the  two  largest  US  credit  rat- 
ings agencies  because  of  con- 
cerns over  its  capital  base,  earn- 
ings and  growth  prospects.  Page 
17;  Lex,  Page  16;  Japanese 
brokerages  to  merge.  Page  23 

EJektrim,  Poland's  largest  listed 
industrial  group,  announced  the 
S325m  cash  acquisition  of  Bres- 
nan  Telecommunications  Poland, 
a telecoms  and  cable  television 
company.  Page  17 

The  Norwegian  Bankers’ 
Association  called  for  changes  to 
the  country's  financial  regulations 
to  defend  its  banking  industry 
from  foreign  takeovers. 
International,  Page  21 

Telecom  Italia  brought  forward  its 
extraordinary  shareholders'  meet- 
tog  to  approve  its  new  industrial 
strategy  to  fight  Olivetti's  €53bn 
($58 bn)  hostile  bid.  Europe, 

Page  18 

Dresdner  Bank  of  Germany  had 
its  credit  ratings  put  under  review 
for  possible  downgrade  by  rating 
agency  Moody's  investors  Ser- 
vice. 

Diageo,  food  and  drink  group, 
has  put  Cruzcampo,  its  Spanish 
brewing  subsidiary,  up  for  sale  - 
a move  likely  to  attract  interest 
from  international  brewing 
groups.  UK  companies.  Page  24 

Central  European  Media  ' 
Enterprises,  pioneer  of  privately 
owned  commercial  television  to 
east  Europe,  has  changed  its 
senior  management"  for  the  sec-  ~ 
ond  time  in  12  months  after 
heavy  tosses  and  a deep  felhto 
share  price; ..  •■  ■■ 

Europe,  Page  18 

Socteto  Generate  and  Paribas  said 
their  proposed  merger  would  cre- 
ate €25 8m  ($284m)  more  in 
annual  synergies  by  2001,  mainly 
through  reduced  costs,  than  they 
had  initially  thought. 

Europe,  Page  18 

MobBcom,  one  of  Germany’s 
fastest-growing  new  telecommu- 
nications companies,  saw  shares 
fall  by  10  per  cent.  Europe, 

Page  18 

A It  France  is  shutting  its  nine  . 
European  telephone  reservation 
centres  and  moving  to  Wembley, 
London,  creating  240  jobs. 

UK  news.  Page  10 

FAST,  the  Norwegian  software 
company  that  developed  the 
technology  used  by  Lycos,  one 
of  the  largest  US  search  engine 
operators,  to  find  songs  on  the 
internet,  is  facing  legal  action 
from  the  music  industry  for 
alleged  copyright  Infringement. 
Page  16 
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Nato  forces  bomb  Yugoslavia 


Explosions  heard  near  Belgpade  as 
cruise  missiles  strike  at  military  targets 


By  Alexander  NteoU  in  London  and 
Gay  Otamore  to  Belgrade 


Nato  last  nigbt  launched  air 
attacks  on  Yugoslavia  in  a bid  to 
curb  a Serbian  offensive  in  Kos- 
ovo and  weaken  the  military 
apparatus  of  Slobodan  Milosevic, 
the  Yugoslav  president. 

Announcing  shortly  after  7pm 
GMT  that  air  strikes  had  begun, 
Bill  Clinton,  US  president,  said: 
“Only  firmness  now  can  prevent 
greater  catastrophe  later  ” * 

Air  raid  sirens  sounded  in  Bel-; 
grade,  the  Yugoslav  capital,  and 
massive  explosions  were  heard  to 
the  south  of  the  city.  Explosions 
rocked  Pristina,  capital  of  the 
province  of  Kosovo,  and  anti-air- 
craft fire  could  be  heard. 

The  . attacks  began  an 
onslaught  by  cruise  and 

manned  bombers  that  military 
officials  said  was  likely  to  last 
several  days,  on  a wide  range  of 
military  targets  across  Yugo- 
slavia. This  was  in  line  with 
Mate's  aim  of  reducing  Serbia's 
ability  to  cause  a humanitarian 
catastrophe  and  weakening  its 
military  capabilities. 

US  officials'  added  that  the 
cruise  missiles  were  fired  from 
US  warships  and  B-52  bombers, 
and  were  aimed  at  air  defence 
installations  including  missile 


batteries  and  radar  and  commu- 
nications sites.  Military  experts 
said  the  aim  was  to  disable  Yugo- 
slav . air  defences  in  order  to 
establish  air  superiority  and 
reduce  the  risk  of  casualties  to 
manned  aircraft. 

Hie  explosions  came  as  Javier 
Solana,  Nato  secretary-general, 
announced  he  had  been  informed 
by  the  Supreme  Allied  Com- 
mander Europe,  US  General  Wes- 
ley Clark,  that  the  Nato  strikes 
were  under  way. 

“Clear  responsibility  for  the  air 
strikes  lies  with  President  Milos- 
evic who  has  refused  to  stop  his 
violent  action  in  Kosovo  and  has 
refused  to  negotiate  In  good 
faith,"  Mr  Solana  said. 

British  officials  said  the 
attacks  included  missile  strikes 
at  installations  of  the  Serb  army 
and  special  police,  as  well  as  at 
air  defence  systems. 

Underlining  that  Nato's  aim 
was  to  prevent  a humanitarian 
disaster  in  Kosovo  - a province 
of  Serbia  with  an  ethnic  Alba- 
nian majority  population  - 
George  Robertson.  UK  defence 
secretary,  said  20,000  people  had 
been  forced  to  leave  their  homes 
in  Kosovo  this  week. 

British  officials  said  they  had 
evidence  that  the  Serbs  planned 
to  conduct  “ethnic  cleansing"  of 


A US  B-52  bondnr  taW ofHrmn  Its  UK  base  at  RAF  Fakford  to  launch  ends*  mfesihs  at  Yugoslav  targets 


Kosovo's  ethnic  Albanian  major- 
ity. The  offidAls  warned  that  Ser- 
bian military  commanders  who 
ordered  attecks  on  civilians  in 
Kosovo,  would  be  hceld  responsi- 
ble at  the  war  crimes  tribunal  in 
the  Hague.  'They  need  to  have 
concerns  because  we  wifi  finger 
them,”  said  one. 

The  Nato  strikes  followed  last- 
minute  attempts  by  Russia  to 
persuade  Mr  Milosevic  to  accept 
a peace  agreement  under  which 
Nato  peace-keeping  ground  forces 


- would  be  deployed  in  Kosovo. 

' Russia,  which-  has  bitterly 
opposed  Nato  strikes,  said  it  was 
calling  an  emergency  session  of 
the  United ' Nations..  Security 
Council  to  try  to  stop  cooperation 
with  Nato.  Baris  Yeltsin,  Russia's 
president,  said  on  television  that 
Mr  Milosevic  was  a difficult  hegb-  - 
tiating  partner  but  mediatdrs 
must  keep  talking. 

Mr  Milosevic,  in  a defiant 
speech  before  the  attacks  began, 
reiterated  his  government’s  rejec- 


tion of  a proposed  Nato  peace- 
keeping force  for  Kosova  But  he- 
expressed  willingness  to  negoti: 
ate. a political  settlement  that 
■ would  respect  equal  rights  of 
communities. 

Additional  reporting  by  Laura  Sil* 
her  at  the  United  Nations  and 
Haig  Sirrumian  in  Berlin, 

Tragic  stBp1  says  Yeltsin,  Page  2 
Lessons  of  Kosovo,  Page  14 
Editorial  Comment,  Obserearftge  16 
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Rcanana  Pnxfiaftor  hfe  appointment 


By  Peter  Norman,  Haig  Stamtiai 
and Robert  Peston  in  Berifa 

European  Union  leaders 
yesterday  moved  swiftly  to  fill 
the  power  vacuum  at  the  top  of 
tiie  European  commission  by 
unanimously  nominating 
Romano.  Prodi,  the  former  Italian 
prime  minister,  to  succeed  Jac- 
ques Sander  as  commission  presi- 
dent^^j  .*  \.  , *•' 

Gerhard  Schroder,  the  German 
chancellor  hosting  a special  EU 
summit  in  Berlin,  said  the  deci- 
sion was  a sign  that  the  EU  was 
capable  of  action  after  last  week's 
mass  resignation  of  all  20  com- 
missioners following  a damning 
report  on  nepotism,  fraud  and 
mismanagement  in  the  EU  execu- 
tive body. 

Mr  Prodi's  nomination,  which' 
came  unexpectedly  after  less 
than  an  hour's  discussion,  also 
got  the  summit  off  to  a positive 
start  before  leaders  turned  to  the 
crisis  in  Kosovo  and  difficult 


negotiations  over  .the  EXTs  future 
finances,  known1  as  Apm Aa  2000. 

Massimo  PAlenffi-the  Italian 
prime  minister;  later  hinted  that 
the  nnnyimfekm  heer^stage- 
managed  ^y  Mr  Schfoder.-'ffo^ty 
Blair,  thMJK.  prime minister,  and 
Jacques-CMrac,  the  French  presl< 

dent  . tt 

Mr  Schfoder  made  clear  that 
the  leadetk  Wanted  Mr  Prpdi  to 
be  txmfirifaied'm  affi^qraodstte 
start  rebuiMSng  the  commission's 
top  .executive. 

Mr  Prodi,  59.  who  was  sup- 
ported by  the  Italian  government 
and  was  the  only  formal  candi- 
date for  the  Job,  will  meet  EU 
leaders  early  next  month  to  dis- 
cuss his  ideas  and  those  of  mem- 
ber states  for  reform  of  the  com- 
mission and  for  better 
co-operation  among  EU  institu- 
tions. 

Mr  Schfoder  said  the  present 
parliament,  which  will  be  dis- 
solved in  May  ahead  of  elections 
in  June,  would  vet  Mr  Prodi 


under  the  procedures  of  the  EXTs 
Amsterdam  treaty,  which  gives 
the  assembly  the  right  of  veto 
over  the  appointment. 

The  treaty  has  yet  to  be  ratified 
but  the  German  chancellor  said 
the  decision  was  a sign  that  thie 
European  council,  the  summit 
gathering  of  leaders,  wanted  -ito 
co-operate  closely  with  the  par  Ha-, 
'meat,  which  has  grown  appre$ar 
•Hy.  in  power -and  prestigec^y***  r 
. It  was  "the  parifameiit*s  rigor- 
ous scrutiny  of  previous  investi- 
gations into  the  last  commis- 
sion’s behaviour  that  set  in  train 
tire  events  that  led  to  its  sudden 
resignation  last  week. 

While  the  parliament  could 
accept  Mr  Prodi  as  early  as  next 
month,  it  will  take  longer  for  a 
new  commission  to  be  appointed. 
The  nomination  of  commission- 
ers is  the  responsibility  of  mem- 
ber states,  although  under  the 
Amsterdam  treaty,  the  nomi- 
nated commission  president  also 
has  a say  in  their  appointment.  . 


Mr  Schfoder  said  the  new  com- 
mission president  would  try  to 
have  his  team  confirmed  in  July, 
when  the  newly  elected  parlia- 
ment meets  hiiefly  ahead  of  the 
summer  recess. 

Mr  Schfoder  said  Mr  Prodi,  a 
former  university  professor  ana 
.former  chairman  of  Iri,  Italy's 
state  bolding  company,  ideally 
fulfilled  the  criteria  for  a new  r 
-jeeramfesinn  ^HB^dent.  He  had  a 
rich  political  experience,  was  an 
experienced  administrator  and  " 
reformer,  possessed  undisputed 
personal  integrity  and  could 
boast  an  unusual  degree  of  eco 
nomic  expertise  and  experience. 

He  was  also  the  right  man  to 
enter  a close  dialogue  with  the 
member  states  over  the  need  for 
reform  of  the  commission  to  yield 
more  transparency  and  openness 
that  would  bring  Europe  closer  to 
its  citizens. 


Reports,  Page  % Editorial  Comment, 
Pago  15;  Observer  Page  15 


China 

US  phoni 


adopt 
standard 


By  Jams  Kyqgo  toBa^ng  i, 


China  is,  planning  to  offer  ajc 
trade  concession  to  WashteT* 
by  opening  its  domestic  marl 
to  the  US  mdbile  phone  standard!' 
CDMA/ raising  the  prospect  ot 
Unions  of  dollars  in;  exporte^or 
American  -cottipanleri.  • • ‘ * 

An  announcement  of  Bering's 
plans  to  allow  the  nationwide 
provision  of  CDMA  (Code  divi- 
sion multiple  access),  systems  is 
expected  around  the  time  that 
Zhu  Rongji,  the  Chinese  premier, 
visits  the  US  in  'ApriL 
A Chinese  telecoms  official 
cautioned,  however,  that  - tire 

announcement  could  be  withheld 

if  Mr -Zhu-  encountered  hostility 
in.  Washington. 

“It  depends  somewhat  on  Ama- 
lca’s  attitude.  It  would  be  very 
difficult  to  grant  a concession 
while  they  are'  restricting  tech- 
nology exports  to  China'  and  aec- ' 
using  us  of  spying.”  sa^  the  op-, 
clalj  wbo^  declined  to  Vhe:’. 
idehtffied.^  “ - •'  • ■ - j v 

European  mobile  equipment" 
mamifectjumS,  such  as  Ericsson, 
Nokia,  and  Siemens,  which  pn> 
duce  the  GSM  standard  that  cur- 
rently, dominates  Chfoa's  mobile 
market,  stand  to  lose  if  permis- 
sion for  CDMA  is  granted.^-  ■ 
Under- the  plan,  nhitM*  nniffnm^ 
the  country’s  second  stateowhed 
carrier,  would,  be  awarded  Chi- 


na's first  nationwide  CDMA 
“licence  this  year,  the  official  said. 
The  company  has  drawn  up  an 
ambitious  schedule  that  envis- 
;;  ages  40m  subscribers  by  2003  - 
requiring  capital  investment  in 
excess  of  jfiObn. 

Blues  China  does  not  make 
- CDMA  technology,  US  -equipment 
suppliers  such  as  Motorola, 
Lucent  Technologies  and  Nortel, 
as  Well  aS  Ratmanig,  the  Tf<7Ti^gn 
manufacturer,  would  see  their 
sales  soar  In  the  world's  -fastest- 
growing  mobile  telephone  mar- 
ket. China's  mobile  subscriber 
base,  currently  at  about  25m,  is 
growing,  at  a rate  of  lm  a month. 

. “We  are  talking  in  terms'  of 
building  the  biggest  CDMA;  mar- 
ket in  the  world,"  said  ari£;  Uni- 
com  executive  who  recentty  vis- 
ited a Lucent  Technologies^ millet 
in  China  with  a view  to  buying 
equipment.  - * 

From  a domestic  point  of  yiew, 
the  adoption  of  CDMA^-njakes 
sense  on  a number  afle^ls,  :0d- 
nese  ctffidals  said.  FirsstJ&t  Obuld 
help  reduce  friction. Qf^Cfta's 
trade  surplus  with  the  UiCiqhich 
climbed  to  $57hn  last  .year.  h-Seo- 
ond,  it  cotOd  boost  dcnnestic 
demand,  and  third.  ft'^Would 
allow  Unicom  to  provide  some 
real  competition  to  Cl^ia  Tele- 
com, an  inefficient  levitfbam  . 
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NATO  STRIKES 


Operation  Allied  Force  attacks  Serb  targets 

After  months  of  agonising  over  Serbian  aggression  against  ethnic  Albanians  in  the  republic’s  province  of  Kosovo,  the  western  are ' {JSjJ19 

Milosevic’s  militarv  machine.  But  Nato  action  comes  amid  scepticism  that  strikes  will  force  a climbdown  and  in  the  face  of  fierce  oojectio 

...  in  unlflSS  Ml  MflOSCVl 


By  Alexander  Ntcoli, 

Defence  Correspondent 

Operation  Allied  Force, 
launched  by  Nato  last  night, 
was  intended  to  deal  a dev- 
astating blow  to  the  military 
might  of  Slobodan  Milosevic, 
the  Yugoslav  president, 

Nato  bombs  and  cruise 
missiles  were  targeted 
against  a wide  range  of 
Yugoslav  military  targets 
with  the  aim  of  fulfilling  the 
mission  spelled  out  on  Tues- 
day night  by  Javier  Solana. 
Nato  secretary-generaL 
The  action.  Mr  Solana 

said,  would  "be  directed 


towards  disrupting  the  vio- 
lent attacks  being  committed 
by  the  Serb  army  and  special 
police  forces,  and  weakening 
their  ability  to  cause  further 
humanitarian  catastrophe". 
This  meant  two  types  of  tar- 
gets were  to  come  under 
attack: 

• Yugoslavia's  integrated 
network  of  air  defence 
systems.  Cruise  missiles 
were  aimed  at  surface-to-air 
missile  launchers  as  well  as 
the  radar  and  communica- 
tions installations  that  feed 
information  to  them,  and 

anti-aircraft  gun  installa- 
tions. The  intention  was  to 


cause  enough  damage  to 
reduce  the  risk  of  casualties 
during  ensuing  bombing 
raids  by  manned  aircraft 

It  is  likely  that  Nato. 
thanks  to  satellite  and  aerial 
surveillance,  had  a fix  on  all 
main  air  defence  installa- 
tions. 

Nato  has  seven  vessels  in 
the  region  capable  of  launch- 
ing Tomahawk  cruise  mis- 
siles: four  US  warships,  two 
US  attack  submarine,  and 
HMS  Splendid,  the  only  Brit- 
ish submarine  fitted  with 
Tomahawks,  which  it  would 
be  firing  for  the  first  time  in 
anger.  Missiles  could  also  be 


launched  from  eight  B-52 
bombers,  which  took  off  yes- 
terday from  Fairford.  Glou- 
cestershire in  the  UK. 

• The  Serbian  army  and 
special  police  both  in  Kos- 
ovo and  in  the  rest  of 
Serbia.  Heavy  weapons  and 
tanks,  aircraft  and  airfields, 
command  and  control  cen- 
tres, communications 
systems,  bases,  depots  and 
barracks  were  all  due  to 
come  under  attack. 

The  violent  offensive 
under  way  against  the  eth- 
nic Albanian  majority  in 
Kosovo  had  added  urgency 
to  Nato's  plans  to  hit  at  Serb 


forces  there.  George  Robert- 
son. UK  defence  secretary, 
said  Serbia  had  44,000  troops 
and  special  police  deployed 
in  and  around  Kosovo  and 
that  the  Serb  offensive  bad 
displaced  20,000  people  from 
their  homes  since  Sunday. 

A British  intelligence  offi- 
cial said  Nato  bad  been 
aware  of  Mr  Milosevic's 
plans  for  a full-scale  attack 
on  the  separatist  Kosovo  Lib- 
eration Army  and  also  knew 
of  plans  for  ethnic  cleansing 
in  the  Serbian  province. 
Serbia  had  made  clear  its 
aim  was  to  crush  the  KLA. 

Nato  has  350-100  war- 


planes, including  F-n? 
stealth  fighters,  F-15.  F-16,  F/ 
A-18  fighters.  Harriers,  Jag- 
uars and  Mirages  as  weD  as 
surveillance  and  support  air- 
craft, ready  to  operate  from 
bases  in  Italy,  Germany, 
France  and  Britain.  B-2 
stealth  bombers,  so  far  not 
used  in  combat,  could  also 
be  sent  from  the  US. 

Serb  forces,  though  lack- 
ing the  sophisticated  aerial 
weaponry  and  fire  power  of 
Nato,  were  expected  to  put 
np  sturdy  resistance.  Alli- 
ance commanders  have  been 
careful  not  to  underestimate 
their  capabilities.  “We  can- 
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not  discount  the  possibility 
that  we  may  have  aircraft 
downed,”  said  a UK  official- 

After  an  initial  onslaught 
lasting  some  days,  Nato  mili- 
tary chiefk  were  expected  to 
pause  to  allow  further  diplo- 
matic efforts  to  persuade  Mr 
Milosevic  to  accept  a Kosovo 
peace  agreement  involving 
the  deployment  of  a 30,000- 
strong  Nato  ground  force  to 
bank  up  a peace  accord. 

Although  Nato  has  some 
13,000  troops  - the  first  part 
of  the  peacekeeping  force  - 
in  Macedonia  just  across  the 
border  from  Kosovo,  there 
was  no  intention  to  send 
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By  Guy  Dinmore  in  Belgrade 

Once  the  second  biggest  in 
Europe,  the  Yugoslav  army 
is  a shadow  of  its  former  self 
and  no  match  for  Nato's 
superior  air  power.  But.  ana- 
lysts say.  it  still  has  the 
capability  to  inflict  serious 
losses  on  the  western  alli- 
ance. 

Nato  planners  are  less 
worried  by  the  biggest  mobi- 
lisation of  reservists  since 
the  second  world  war  in 
Serbia,  which  together  with 
Montenegro  comprises  fed- 
eral Yugoslavia,  than  by 
mobile  missile  units.  These 
have  the  range  to  hit  US  and 
other  troops  based  just  out- 
side Serbia  in  neighbouring 
Bosnia  and  Macedonia. 

Nato  has  lost  track  of 
some  FROG  surface-to-sur- 
face missiles  with  a range  of 
about  40  miles,  which  Serbia 
has  moved  out  of  positions 
around  Belgrade. 

Serbia  also  has  the  Super- 
Orcan  (Wind)  300mm  rocket 
system  with  a range  of  some 
25  miles. 

Several  thousand  US 
troops  are  currently  based  in 
the  Brcko  area  in  Serb-con- 
trolled northern  Bosnia,  less 
than  15  miles  from  the  bor- 
der with  Serbia.  Nato  has 
also  positioned  some  12.000 
troops  in  Macedonia  as  a 
vanguard  for  a proposed 
peacekeeping  force  to  enter 
the  war-torn  Serbian  prov- 
ince of  Kosovo,  just  a few 
miles  away. 

"The  nightmare  scenario 
is  that  the  Serbs  get  a 
pounding,  then  the  force  in 
Macedonia  would  be  vulner- 
able. They  are  not  defensive, 
just  a great  heap  of  people," 
one  source  said.  There  was 
also  a danger  of  car-bomb 
attacks  by  extremists  in 
Macedonia. 

Yugoslav  mobile  air 
defence  systems,  the  SA-6 
and  SA-3  in  Serbia  and  Mon- 


tenegro. can  also  be  expected 
to  down  some  Nato  aircraft, 
analysts  said,  recalling  that 
Nato  lost  three  aircraft  over 
Bosnia  in  1995.  The  rem- 
nants of  a US  F-16  are 
proudly  displayed  at  Bel- 
grade airport’s  military 
museum. 

However,  diplomats 
believe  Russia  has  refused  to 
break  the  UN  arms  embargo 
against  Yugoslavia  and  sup- 
ply it  with  the  sophisticated 
SA-300  air  defence  system. 
Nato's  cruise  missiles  will 
face  no  obstacles  but,  as  the 
strikes  against  Bosnia  and 
Iraq  demonstrated,  they  are 
not  always  accurate. 

Ten  years  ago.  before  the 
six  republics  disintegrated, 
the  Yugoslav  National 
Army,  as  it  was  then  known, 
was  the  second  biggest  army 
in  Europe  after  the  Soviet 
Union,  with  some  350,000 
troops. 

Designed  for  defensive 
warfare  and  based  on  territo- 
rial units,  the  army  regu- 
larly called  up  reservists  for 
exercises  and  the  country 
was  a producer  of  weapons 
for  domestic  use  and  export. 

But  under  Slobodan  Milos- 
evic, the  president  of  federal 
Yugoslavia,  the  array  has 
been  starved  of  funding  and 
is  reduced  to  some  115,000 
troops,  of  which  around 
43.000  are  conscripts. 

While  the  army  declined  in 
importance,  Mr  Milosevic 
built  up  his  more  trusted 
force  of  Serbian  interior  min- 
istry troops,  who  have  car- 
ried out  the  brunt  of  fighting 
in  Kosovo  against  ethnic 
Albanian  rebels. 

The  two  forces,  each  with 
their  own  Intelligence  ser- 
vices. eyed  each  other  with 
suspicion  for  years  and  only 
began  to  integrate  fully  their 
fighting  capabilities  after  Mr 
Milosevic  began  a purge  of 
his  senior  military  com- 
manders last  October.  The 
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cutting  edge  remains  three 
special  police  units,  trained 
in  anti-terrorism  and  well 
equipped. 

Although  Mr  Milosevic 
may  now  feel  comfortable 
with  his  generals  at  the 
helm.  Nato  planners  ques- 
tion whether  they  fully 
understand  the  weight  of 
firepower  arrayed  against 
them  or  if  more  junior  offi- 
cers and  the  balk  of  con- 
scripts have  the  discipline  to 
hold  their  ground.  The  first 
wave  of  Nato  strikes  was 


expected  to  take  out  commu- 
nications systems  and  leave 
units  cut  off  from  their  com- 
manders. 

But,  diplomats  said.  Nato 
should  not  underestimate 
the  determination  of  the 
Yugoslav  army  to  defend 
Kosovo,  seen  as  the  heart- 
land of  ancient  Serbian  king- 
doms and  their  Christian 
Orthodox  heritage. 

“We  have  to  expect  the  VJ 
[Yugoslav  Army]  to  fight. 
They  are  winding  up  the 
nationalist  fervour."  one 


western  source  commented. 
"One  grave  concern  is  that  if 
we  really  let  fly,  they  will 
turn  against-  the  Kosovo 
Albanians.  So-called  selec- 
tive burning  of  bouses  could 
turn  into  a maelstrom." 

Miroslav  Lazaoski,  mili- 
tary correspondent  for  the 
pro-government  Vecernje 
Novosti  newspaper,  says  the 
armed  forces  have  sophisti- 
cated US,  French  and  British 
weapons,  including  elements 
of  air  defence  systems.  Of 
the  present  UN  arms 


embargo,  be  said:  "Officially 
there  is  an  embargo.  Unoffi- 
cially there  are  ways  for 
weapons  to  come  in.  Like 
God,  arms  move  in  mysteri- 
ous ways.  On  the  Russian 
black  market  you  can  buy 
anything  you  want" 
Azerbaijan  said  on  Tues- 
day it  had  seized  a Russian 
cargo  aeroplane  'with  six 
MiG  fighters  inside  bound 
for  Yugoslavia.  Moscow 
insisted  the  consignment 
was  on  its  way  to  Slovakia, 
although  the  Slovak  govera- 
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meat  has  denied  this. 

The  Yugoslav  army,  Mr 
Lazanski  said,  would 
respond  to  Nato  attacks. 
“I’m  sure  the  army  will  not 
remain  passive  in  case  of 
attacks  and  there  are  certain 
targets  that  VJ  systems  can 
reach. 

“I  won’t  say  exactly  what 
but  everything  in  range  will 
be  hit.  You  must  realise  you 
are  pushing  us  up  against 
the  wall,  right  to  the  end, 
and  we  have  to  defend  our- 
selves," he  said. 
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BRITISH  BACKING  OBJECTIVES  CLEAR,  INSISTS  DOWNING  STREET 


‘Tragic  step’,  says  Yeltsin  MPs  throw  doubt  on 


By  John  Thornhill  in  Moscow 

Shortly  before  Nato 
launched  an  attack  on  Ser- 
bian targets.  Russian  Presi- 
dent Boris  Yeltsin  warned 
that  Nato  countries  risked 
plunging  Europe  into  war  if 
they  took  the  next  “tragic 
step”  of  bombing  Serb  posi- 
tions in  Yugoslavia. 

In  a rare,  and  emotional 
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television  address.  Mr  Yelt- 
sin appealed  directly  to  US 
President  Bill  Clinton  not  to 
strike  a “blow  against  the 
whole  international  commu- 
nity”. 

Mr  Yeltsin  said  he  wished 
to  "convince  Clinton  not  to 
make  this  tragic,  dramatic 
step.  It  is  a danger  for 
Europe.  It  is  war  in  Europe 
and  maybe  more  than  that". 

The  Russian  president  said 
he  fully  supported  the  deci- 
sion of  Yevgeny  Primakov, 

prime  minister,  to  postpone 
his  visit  to  Washington, 
where  he  was  due  to  meet 
Mr  Clinton  and  the  Interna- 
tional Monetary  Fund.  Mr 
Primakov  had  been  mid-way 
across  the  Atlantic  on  Tues- 
day before  turning  his  aero- 
plane around  and  heading 
home  when  he  learned  that 
Nato  bombing  raids  were 
imminent. 

Mr  Primakov  said  Rnssia 
would  “never  trade  her  prin- 
ciples" by  bargaining  foreign 
policy  concessions  for  eco- 
nomic gain. 

But  he  said  he  had  already 
talked  by  telephone  to 
Michel  Camdessus,  the  IMF's 
managing  director,  to  re- 
arrange their  meeting.  Mr 
Primakov  said  this  might  be 
possible  in  the  next  few 
days,  either  In  Moscow  or  in 
a third  country. 

He  confirmed  the  two 
sides  were  making  good 
progress  in  agreeing  a new 
programme. 

But  the  growing  tension 


around  Kosovo  - and  the 
disruption  to  IMF  talks  - 
unsettled  Russia's  financial 
markets.  The  rouble,  which 
has  been  trading  in  a fairly 
stable  range  of  between  20  to 
23  to  the  US  dollar  over  the 
past  few  weeks,  slipped  at 
one  point  yesterday  to  26  on 
Moscow's  currency  market. 

Maxim  Shashenkov.  man- 
aging director  of  Alfa  Bank, 
said  any  delays  in  the  IMF 
talks  would  not  only 
unnerve  financial  markets 
but  could  also  aggravate 


‘It  is  a danger  for 
Europe.  It  Is  war 
in  Europe  and 
maybe  more  than 
that'  - Yeltsin 


political  tensions  in  Moscow. 
“One  thing  is  clear.  Without 
the  IMF  money.  Russia  is 
going  to  have  a severe  politi- 
cal crisis,"  he  said. 

“Primakov  has  been  ensur- 
ing a balance,  a detente, 
between  the  president  and 
parliament.  Now'  he  will  find 
it  very  difficult  to  keep  them 
apart.  Without  the  IMF 
money,  this  balance  will  be 
destroyed." 

In  an  interview  with  the 
Argumenti  i Fakti  newspa- 
per. Yuri  Maslyukov.  the 
Communist  first  deputy 


prime  minister  in  charge  of 
the  economy,  also  forecast 
further  political  turmoil 
ahead.  He  said  the  current 
government's  time  could  run 
out  by  May  or  June. 

“Of  course  this  govern- 
ment is  interim,  it  cannot 
solve  basic  issues.  It  can 
only  keep  the  country  from 
sliding  into  an  abyss."  he 
said.  “There  are  a number  of 
problems  that  we  simply 
cannot  solve  now." 

Russia's  nationalist  politi- 
cians. including  the  leaders 
of  the  Communist  party, 
which  forms  the  higgest  par- 
liamentary faction,  wel- 
comed Mr  Primakov's  deci- 
sion to  postpone  his  trip  to 
Washington  and  condemned 
US  warmongering. 

But  Andrei  Kozyrev,  the 
former  foreign  minister  and 
libera]  MP,  said  the  govern- 
ment's position  over  Kosovo 
contradicted  the  country’s 
national  interest,  which  was 
to  unite  with  the  democratic, 
civilised  countries  of  the 
world.  "By  turning  the  aero- 
plane around,  the  Russian 
side  has  got  into  a situation 
where  it  supports  a dictator 
who  understands  nothing 
but  force  and  who  is  con- 
ducting ethnic  cleansing  in 
Kosovo."  he  said. 

Mr  Kozyrev  said  Russia's 
actions  would  further  erode 
its  relations  with  the  US. 
“Instead  of  a partnership, 
which  would  correspond  to 
our  interests,  we  cannot 
even  talk  to  them,"  he  said. 


efficacy  of  strikes 


By  Andrew  Parker 
in  London 


The  UK  government  was 
yesterday  attacked  by  MPs 
from  its  own  party  for  back- 
ing Nato  air  strikes  against 
Yugoslavia,  as  opposition 
politicians  questioned 
whether  the  action  would 
bring  peace  to  Kosovo. 

Tony  Blair.  UK  prime  min- 
ister. said  at  the  European 
summit  in  Berlin:  “We  have 
tried  to  get  a peaceful  settle- 
ment to  this.  We  have  given 
[Yugoslav  President  Slobo- 
dan] Milosevic  every  chance 
to  come  into  line  with  the 
agreements  he  entered  into 
last  October.  He  has  failed  to 
do  so  and  we  must  now  act.” 

George  Robertson,  UK 
defence  minister,  sought  to 
clarify  Nato's  -minimum 
objective"  or  reducing  Serb 
repression  in  Kosovo.  'The 
talk  about  us  bombing 
Serbia  is  loose  and  inaccu- 
rate. The  targets  will  be  mili- 
tary targets  exclusively."  he 
said. 

But  Labour.  Conservative 
and  Liberal  Democrat  MPs 
questioned  whether  air 
Strikes  would  force  Mr  Milos- 
evic into  a climbdown. 

Jim  Cousins,  a leftwing 
MP  from  the  ruling  Labour 
party,  sought  assurances  in 
the  UK  parliament  that  “at 
the  first  indication”  Mr  Mil- 


osevic accepted  the  proposed 
peace  agreement,  “the  hostil- 
ities that  are  about  to  com- 
mence are  instantly  termi- 
nated". 

Six  other  leftwing  Labour 
MPs  from  the  ruling  party 
signed  a motion  that 
opposed  the  Nato  action. 

The  motion  said  the  move 
contravened  “the  sovereign 
status  of  a recognised  state" 

‘We  have  given 
President 
Milosevic  every 
chance  to  come 
into  line1  - Blair 

and  was  "likely  to  cause  fur- 
ther civilian  casualties  and 
could  lead  to  an  escalation  of 
conflict  with  consequent 
increased  loss  of  life  on  all 
sides". 

Paddy  Ashdown,  leader  of 
the  opposition  Liberal  Demo- 
crat party,  said  there  must 
be  "clearly  defined  and 
achievable  political  aims”  to 
the  Nato  action. 

While  supporting  the  air 
strikes  to  reduce  Mr  Milos- 
evic’s military  capability.  Mr 
Ashdown  warned  that  “it 
will  not  produce  stability  in 


Kosovo". 

He  said  if  Mr  Milosevic 
refused  to  sign  the  peace 
agreement  then  the  first  step 
towards  stability  would  be 
the  establishment  of  an 
"international  protectorate" 
in  Kosovo. 

Crispin  Blunt,  an  opposi- 
tion Conservative  party  MP, 
asked  what  would  be  the 
Nato  response  if  the  air 
strikes  made  the  situation  in 
Kosovo  “worse  rather  than 
better". 

John  Prescott,  UK  deputy 
prime  minister,  replied:  "We 
are  confident  the  strategy 
we  have  embarked  upon  will 
have  its  effect" 

Downing  Street,  respond- 
ing to  Mr  Ashdown,  insisted 
that  Nato's  objectives  were 
clear. 

The  minimum  objective 
was  to  curb  Serbian  repres- 
sion in  Kosovo  to  avert  a 
humanitarian  disaster,  by 
targeting  Mr  Milosevic's  mil- 
itary capability. 

Mr  Blair's  spokesman  said 
Mr  Milosevic  had  to  fulfil 
promises  made  last  year  to 
end  repression,  withdraw 
troops  to  barracks  and  sign 
up  to  the  peace  agreement 
set  out  in  the  Paris  accord. 

He  added  that  under  the 
Paris  accord,  the  proposed 
constitutional  settlement  for 
Kosovo  would  be  policed  by 
Nato  forces. 


f them  in  unless 'Mr  Milosevic 
c agreed  to  a peace  settlement. 

Any  attempt  to  intervene  on 
l the  ground  as  a hostile  force 
. would  require  a force  of  at 
t least  100,000  troops. 

Britain  warned  that  aay 

■ attempt  by  Mr  Milosevic  to 
i attack  Nato  peacekeepers  in 
r Bosnia  and  Macedonia  would 

■ be  a “gross  violation17.  Mr 
i Robertson  said  it  would 

"lead  to  an  immediate  and 
considerable  response  In 
retaliation".  UK  officials  said 
the  Nato  forces  in  Macedonia 
were  not  within  artillery 
range  and  would  be  pro- 
i tected  by  Nato  air  patrols. 

MONTENEGRO  / 

Federal  • 
republic 
at  risk  of 
splitting 

8y  Guy  Dhhikkb 

The  crisis  in  Kosovo 
yesterday  threatened  to  tear 
apart  the  two  remaining 
republics  in  Yugoslavia, 
with  the  pro- western  govern- 
ment in  Montenegro  declar- 
ing it  would  not  recognise  a 
declaration  of  an  “imminent 
state  of  war"  and  other  deci- 
sions by  the  federal  govern- 
ment dominated  by  Serbia. 

Montenegro's  parliament 
met  in  emergency  session 
and  was  expected  to  give  its  . 
support  to  the  government  4 
of  Milo  Djukanovic,  presi- 
dent, a fierce  critic  of  Slobo- 
dan Milosevic,  the  federal 
Yugoslav  president. 

Belgrade's  declaration  on 
Tuesday  of  an  “imminent 
state  of  war"  was  a prelude 
to  a state  of  war  or  emer- 
gency, which  would  give 
sweeping  powers  to  the  fed- 
eral government  led  by  Mr 
Milosevic. 

Tension  ran  high  in  Mon- 
tenegro, where  air  defence 
and  missile  units  of  the 
Yugoslav  army  loyal  to  Mr 
Milosevic  and  based  along 
the  Adriatic  were  expected 
to  be  among  Nato's  targets. 

Supporters  of  Mr  Djuka- 
novic fear  an  attempt  by  the 
Yugoslav  army  to  overthrow 
his  government  If  he  carries 
out  a threat  to  declare  “neu- 
trality’', effectively  one  step 
away  from  full  secession. 
These  fears  have  been 
fuelled  by  the  army's  cali-up 
of  reservists.  The  strongest^ 
response  came  from  support 
ers  of  Mr  Milosevic. 

Western  governments 
have  thrown  their  support 
behind  Mr  Djukanovic  since 
his  election  victory  18 
months  ago  over  Momir 
Bulatovic.  a close  ally  of  Mr 
Milosevic  and  now  prime 
minister  of  federal  Yugo- 
slavia. 

Riot  police  in  the  capital 
Podgorica  loyal  to  Mr  Djuka- 
novic have  taken  up  posi- 
tions around  government 
buildings  and  key  installa- 
tions. such  as  telecommuni- 
cations and  state  television, 
to  deter  any  attempt  by  the 
military  to  take  control. 

General  Radislav  Marti- 
no vie.  commander  of  the 
Yugoslav  army's  second 
corps  in  Montenegro, 
demanded  last  week  that 
Montenegro's  police  Force  be 
placed  under  his  command, 
local  media  reported. 

Predrag  Bulatovic,  a 
senior  official  in  Montene- 
gro's Socialist  People's  party  , 
<SNP).  which  has  close  ties 
to  Mr  Milosevic,  accused  Mr 
Djukanovic  of  “serving  for- 
eign interests"  and  warned 
him  not  to  declare  Montene- 
gro's independence. 

In  recent  months,  Monte- 
negro has  taken  over  various 
functions  of  the  federal  gov- 
ernment and  recently  threw 
out  federal  customs  officers 
sent  by  Belgrade.  Analysts 
said  Yugoslavia  as  a federa- 
tion existed  virtually  in 
name  only,  with  the  cur- 
rency. the  army  and  sports 
teams  the  last  vestiges  of  a 
single  state. 

Should  Muutenegro  break 
away  then  the  Kosovo  auton- 
omy plan  signed  by  the  Kos- 
ovo Albanians,  but  not  the 
Serbs,  at  Paris  peace  talks 
last  week  would  collapse  4 
immediately. 

The  ethnic  Albanian  dele- 
gation reluctantly  accepted  a 
three-year  interim  status  for 
the  Serbian  province  of  Kos- 
ovo that  preserved  its  insti- 
tutional ties  with  Yugoslavia 
hut  stripped  away  all  author- 
ity of  the  Serbian  govern- 
ment. Without  Montenegro, 
however,  federal  Yugoslavia 
would  have  ceased  to  exist 
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52!*!5^  IS  A BIG  BOOST  FOR  D'ALEMA  GOVERNMENT 

Italy  hails  Prodi’s  EU  post 


By  James  Bfrtz  bi  Rome 

Italy’s  political 

( establishment  yesterday 
reacted  with  joy  and  a touch 
of  disbelief  at  the  news  that 
Romano  Prodi  had  been 
appointed  president  of  the 
European  Commission. 

As  news  came  of  Mr  Pro* 
di's  nomination,  politicians 
expressed  their  delight  that 
an  Italian  had  taken  the 
presidency  for  the  first  time 
since  Franco  Marta  Mallhttj 
held  the  post  from  1970  to 
1972. 

For  the  government  of 
Massimo  D'Alema,  the 
appointment  is  a political 
boost.  For  years  Italy,  one  of 
the  world's  main  economies, 
has  complained  it  is  under- 
represented  in  international 
institutions. 

Mr  Prodi's  appointment 
was  seen  in  Rome  as  a 
turning-point  in  Italy’s  inter- 
national image,  especially  as 
"honesty3’  and  “toughness" 
are  deemed  pre-requisites 


of  the  new  president 

There  is  a second  signifi- 
cant gain  Tor  Mr  D'Alema.  In 
recent  months.  Mr  Prodi. 
whose  government  fell  last 
October,  had  begun  forming 
a new  centre-left  party  that 
looked  set  to  do  well  at  the 
European  elections,  threat- 
ening Mr  D'Alema's  leader- 
ship. 

Mr  D’Alema  has  won  a 
new  lease  of  political  life 
with  the  departure  for  Brus- 
sels of  a rival. 

Outside  Italy.  Mr  Prodi's 
appointment  will  be  greeted 
most  warmly  by  the  UK  gov- 
eminent,  Mr  Prodi,  who  was 
a postgraduate  student  at 
the  London  School  of  Eco- 
nomics. is  close  to  Tony 
Blair.  UK  prime  minister, 
speaks  good  English  and 
comes  over  on  television  as  a 
trustworthy,  down-to-earth 
figure. 

The  Blair  government  is 
turning  its  mind  to  an 
impending  referendum  on 
Euro  entry  and  some  diplo- 


mats in  Rome  feel  Mr  Prodi 
could  play  an  important  role 
in  making  Europe  seem 
more  friendly  to  British  pub- 
lic opinion. 

Elsewhere,  Mr  Prodi  is  per- 
ceived as  someone  with 
strong  experience  of  eco- 
nomic management  who  can 
lead  reform  of  the  European 
Commission. 

In  the  1980s.  he  was  chair- 
man of  Iri,  the  state  bolding 
company.  In  1996,  he  led 
Italy's  centre-left  coalition  to 
an  election  victory.  He  held 
his  government  together  for 
28  months,  long  enough  to 
ensure  Italy  qualified  for  the 
euro  single  currency  this 
year. 

Some  Italians  warn  that 
Mr  Prodi's  reputation  abroad 
as  a tough  “chief  executive'' 
of  liberal  economic  views  is 
occasionally  exaggerated 
and  that  his  career  has  had 
ups  and  downs. 

They  argue  that  Mr  Prodi's 
performance  as  prime  minis- 
ter was  not  as  tough  as  leg- 


end has  it.  During  his  first 
six  months  as  premier,  he 
had  hoped  to  water  down  the 
single  currency  criteria. 

He  gave  up  only  when  he 
realised  that  Spain  would 
not  help  him.  His  time  as 
premier  saw  little  progress 
with  the  reforms  Italy  needs 
for  stable  government. 

Second,  analysts  say  he 
carried  out  limited  cuts  in 
public  spending. 

Tax  increases  in  the  1997 
budget  ensured  that  Italy 
could  begin  to  meet  the  cri- 
teria for  monetary  union. 
But  Mr  Prodi's  pensions 
reform  of  October  1997  had 
modest  impact. 

Third.  Mr  Prodi  carried 
through  some  big  privatisa- 
tions. but  bis  Iri  years  have 
left  him  with  a lingering 
faith  in  state  planning.  In 
October  1997,  he  promised  a 
35-hour  week  for  Italy.  Last 
year,  he  launched  a scheme 
to  use  European  central 
banks'  excess  foreign 
reserves  to  lift  investment. 


Gerhaid  Schroder  at  summit:  sees  Prodi  as  man  of  integrity  Reuters 


Less  than  an  hour  to  choose  Santer’s  successor 


By  Emma  Tucker  in  Berlin 


It  took  less  than  an  hour  for 
European  Union  leaders  to 
appoint  Romano  Prodi  as  the 
next  president  of  the  Euro- 
pean Commission  - a deci- 
siveness almost  unknown  in 
the  tortured  world  of  EU 
decision-making. 

The  speed  with  which  they 
reached  agreement  reflected 
a desire  to  set  a swift  seal  on 
the  shambles  in  Brussels  fol- 
lowing last  week's  mass  res- 


ignation of  the  European 
Commission,  including  Jac- 
ques Santer.  the  president. 

In  fact,  bad  it  not  been  tor 
the  drama  in  Europe's  capi- 
tal, Mr  Prodi  might  never 
have  found  himself  at  the 
head  of  the  EU’s  executive. 

Europe's  prime  ministers 
would,  under  normal  circum- 
stances. have  had  until  June 
to  mull  over  a clutch  of  wor- 
thy candidates,  some  argu- 
ably more  suitable  than  Mr 
Prodi.  As  it  was.  the  crisis  in 


Brussels  forced  their  hand  - 
Air  Prodi  was  the  right  man. 
In  the  right  place  and  at  the 
right  time. 

Javier  Solana,  secretary- 
general  of  Nato,  was  other- 
wise indisposed  - yesterday 
more  so  than  ever  as  alli- 
ance bombers  flew  to  Yugo- 
slavia. Wim  Kok,  Dutch  pre- 
mier. had  already  said  he 
wanted  to  complete  his  term. 
Antonio  Guterres,  the  Portu- 
guese prime  minister,  has 
important  elections  looming. 


Other  candidates  were 
thin  on  the  ground  and  the 
“Buggins  turn"  factor  was 
also  at  play.  After  Commis- 
sion presidents  from  France 
and  Luxembourg,  the  next 
one  had  to  be  from  the 
south.  After  a politician 
from  a small  member  state, 
the  successor  had  to  he  from 
a big  one.  After  a Christian 
Democrat,  a centre-left  can- 
didate was  preferable.  No 
less  important  was  the  need 
to  offer  the  Mediterranean 


countries  a sweetener  for 
acceptance  of  the  EU’s 
enlargement  into  eastern 
Europe,  a project  for  which 
they  have  little  enthusiasm. 

The  photofit  candidate 
that  resulted  was  a leftist 
politician  from  Spain  or 
Italy.  Step  forward  Mr  Prodi. 
a man  whose  credentials 
Gerhard  Schroder,  the  Ger- 
man chancellor,  called 
“incontestable  and  uncon- 
tested". 

Mr  Schrdder  described  the 


Italian  statesman  as  an  expe- 
rienced politician  who  had 
shown  his  management 
skills  and  ability  to  handle 
big  organisations;  he  had 
unusual  economic  know- 
ledge and  experience  and  in 
office  had  been  transparent 
open  and  close  to  the  people. 

Above  all  - and  given  the 
events  in  Brussels  this  was 
important  - he  was  a man  of 
great  integrity.  Mr  Prodi  still 
faces  a grilling  from  parlia- 
ment 


N Ireland  set  to  benefit  from  regional  aid  deal 


tv*-,  a/t! 


By  Michael  Smith  In  Berlin 

Northern  Ireland  is  expected 
to  keep  big  chunks  of  a spe- 
cial European  Union  fund  to 
promote  peace  in  the  prov- 
ince as  part  of  a deal 
between  member  countries 
on  regional  aid  that  could  be 
agreed  today. 

The  west  coast  of  Ireland 
also  looks  set  to  retain 
access  to  the  biggest 
regional  aid  fund  after  a 


decision  by  Eurostat,  the 
EU’s  statistical  organisation, 
to  allow  the  region  to  be  con- 
sidered separately  from  the 
rest  of  the  republic,  most  of 
which  is  more  prosperous. 

As  the  20-month  talks  on 
regional  aid  near  their  cli- 
max, heads  of  government 
meeting  in  Berlin  still  have 
big  issues  to  resolve. 

They  must  address  Portu- 
gal’s demand  for  favourable 
treatment  for  the  region 


around  Lisbon,  In  danger  of 
losing  regional  aid  access. 

Sweden  and  Finland  are 
also  battling  for  their  remote 
regions  to  have  access  to  the 
main  fund,  called  Objective 
One. 

Heads  of  state  must  also 
narrow  the  gap  between 
countries,  including  France 
and  the  UK,  which  want  to 
freeze  regional  aid  at  less 
than  €200bn  ($2l8bn)  from 
2000  to  2006.  and  nations 


such  as  Spain  that  want 
more,  but  accept  the  Euro- 
pean Commission’s  proposal 
of  €239 bn  Is  no  longer  possi- 
ble. 

Northern  Ireland  has  in 
the  past  five  years  benefited 
from  a peace  and  reconcilia- 
tion fund  set  up  by  the  EU  in 
the  wake  of  the  1984  cease- 
fire and  worth  over  €400m. 

Expectations  last  night 
were  that,  despite  the  EU 
austerity  drive,  Ireland 


would  be  provided  with  a 
similar,  though  retitled,  fund 
tor  the  next  tow  years. 

The  concession  could  how- 
ever, complicate  the  UK's 
campaign  to  win  aid  for  the 
Highlands  and  Islands  of 
Scotland  because  of  its 
sparse  population. 

Northern  Ireland’s  total 
regional  aid  receipts  are  also 
likely  to  also  decline  because 
the  rise  in  its  economic  pros- 
perity prevents  its  automatic 


access  to  Objective  One 
funds. 

Regional  aid  accounts  for 
about  35  per  cent  of  the  EU’s 
€85bn  a year  budget. 

Under  the  Commission’s 
reform  proposals,  eligibility 
for  Objective  One  funds, 
about  two-thirds  of  the  total, 
would  be  strictly  limited  to 
regions  where  gross  domes- 
tic product  per  head  was  less 
than  75  per  cent  of  the  EU 
average. 


OECD  wants 
monetary 
policy  eased 


By  Robert  Chote  in  Washington 
and  Tony  Barber  in  Frankfurt 

In  its  first  report  on  the 
euro-zone  since  the  launch  of 
the  single  currency,  the 
Organisation  for  Economic 
Co-operation  and  Develop- 
ment yesterday  hinted 
broadly  that  the  European 
Central  Bank  should  loosen 
its  monetary  policy. 

The  report  focused  on  the 
worsening  economic  outlook 
for  Europe  since  the  euro 
was  launched  and  the  impli- 
cations this  would  have  for 
the  policies  of  national  gov- 
ernments. 

Although  the  euro  was 
launched  in  promising  condi- 
tions, the  report  said:  “The 
risks  attached  to  the  near- 
term  outlook  are  unusually 
large  and  mostly  on  the 
downside.  ” 

But  the  OECD  may  be 
pushing  at  an  open  door. 
Otmar  Issing,  the  ECB's 
chief  economist,  used  similar 
language  yesterday  when 
speaking  to  reporters  in 
Frankfurt. 

“Euro-area  growth  has 
slowed  down  considerably. 
The  risks  are  on  the  down- 
side." he  said. 

Mr  Issing  hinted  that  the 
slowdown  had  caused  the 
ECB  to  start  thinking  of  cut- 
ting its  benchmark  refinanc- 
ing interest  rate.  Alluding  to 
recent  ECB  statements  that 
interest  rates  would  remain 
unchanged  for  the  foresee- 
able future,  he  said:  “The 
foreseeable  future  ends 
when  we  cut  rates." 

The  OECD  report  found 
that  a successful  single  cur- 
rency would  require  Europe 
to  develop  more  flexible  mar- 
kets, tougher  control  of  gov- 
ernment borrowing  and 
lower  interest  rates. 

The  OECD  predicted  there 
would  still  be  slack  in  the 
euro-zone  economy  next 
year,  which  implied  little 
need  to  tighten  monetary 
policy  because  of  incipient 
inflationary  pressures.  But 
financial  problems  in  emerg- 
ing market  economies  and 
weaker  growth  in  the  US 
and  the  UK  could  deal  a fur- 


ther blow  to  business  confi- 
dence and  stall  the  euro- 
zone’s economic  recovery. 

“Given  also  that  inflation 
Is  currently  falling, 
reflecting  factors  such  as 
lower  world  commodity 
prices  and  import  prices  due 
to  the  exchange  rate  appreci- 
ation. these  factors  may  pro- 
vide some  further  scope  to 
ease  the  monetary  policy 
interest  rate  below  the  cur- 
rent level  of  3 per  cent,"  the 
report  said. 

The  OECD's  muted  lan- 
guage on  interest  rates 
belies  growing  concern 
about  the  ECB’s  behaviour 
among  the  international 
financial  Institutions.  The 
International  Monetary 
Fund  is  expected  to  be  more 
forthright  in  its  call  for 
lower  rates  in  its  twice 
annual  review  of  the  world 
economy  next  month. 

The  OECD  conceded,  how- 
ever, that  the  ECB  had  a 
tough  job  setting  monetary 
policy  in  its  early  days,  as  It 
was  unclear  how  the  euro- 
zone economy  would  react  to 
changes  in  interest  rates. 

On  fiscal  policy,  the  OECD 
said  many  governments  in 
the  euro-zone  would  have  to 
make  “considerably  more 
progress”  pruning  budget 
deficits  to  respect  the  limits 
in  the  stability  and  growth 
pact 

Most  countries  need  to  run 
deficits  of  less  than  1 per 
cent  of  national  Income 
(adjusted  for  the  ups  and 
downs  of  the  economic 
cycle)  if  they  are  to  be  95  per 
cent  confident  of  keeping 
their  deficits  within  the  3 
per  cent  of  national  income 
limit  laid  down  in  the  stabil- 
ity and  growth  pact,  the 
report  said.  To  meet  the 
same  criteria,  Denmark,  the 
UK  and  Sweden  would  need 
to  ran  modest,  cyclically 
adjusted  surpluses. 

The  OECD  warned  that 
tax  competition  was  already 
eroding  some  government 
revenues,  while  there  was 
also  a need  to  reduce  the 
burden  placed  on  non-wage 
labour  costs  by  social  secu- 
rity contributions. 
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Canberra  plea 
for  global 
finance  reform 


By  Gwen  Robinson  and 
Hugh  Camegy  in  Canberra 

Leading  industrialised 
nations  are  neglecting 
urgently  needed  reforms  to 
the  international  financial 
system  and  run  the  risk  of  a 
resurgence  of  economic  cri- 
sis. a senior  Australian  min- 
ister warned  yesterday. 

“My  big  concern  now 
would  be  if  everyone  said 
the  Asian  crisis  is  over,  and 
yet.  what  concrete  changes 
have  been  put  in  place  since 
August  1997?  We've  bad  a lot 
of  reports  but  we  would  like 
to  see  some  concrete 
changes,"  said  Peter  Cos- 
tello. the  federal  treasurer. 

Mr  Costello’s  views  are 
echoed  by  other  Australian 
officials  worried  that  the 
Group  of  Seven  (G7)  leading 
industrial  countries  have 
lost  interest  in  reform  to  tbe 
monetary  system  in  the 
wake  of  the  Asian,  Brazilian 
and  Russian  crises. 

Ian  MacFarlane,  governor 
of  the  Reserve  Bank  of  Aus- 
tralia. said  there  was  a “dan- 
ger that  nothing  much 
would  be  doue  until  the  next 
crisis". 

Mr  MacFarlane  has  been 
an  advocate  of  international 
co-ordination  on  financial 
system  reform.  He  was  a 
force  behind  a recent  govern- 
ment report  which  urged  a 
pivotal  role  for  the  Group  of 
22  (G22>  nations,  thus  includ- 
ing leading  developing  as 
well  as  industrial  countries 
in  the  talks. 

As  part  of  Australia's 
gathering  campaign  to 
revive  momentum.  Mr  Cos- 
tello said  in  an  interview'  he 
would  tomorrow  outline  pro- 
posals to  promote  interna- 
tional financial  system 
reform. 

The  measures  include 
steps  to  improve  banking 
supervision,  transparency 
and  risk  management  and 
private  sector  involvement 
in  debt  talks. 

Mr  Costello  will  make  tbe 
proposals  to  a meeting  in 
Melbourne  of  the  Manila 
Framework  group,  set  up  in 
Manila  in  late  1937  after  tur- 
moil in  regional  currency 
markets. 

The  group  includes  the  US. 
Japan  and  Asian  countries 


Costeflo:  risk  of  renewed  crisis 

affected  by  the  economic  cri- 
sis. 

Australia  is  trying  to  per- 
suade individual  countries, 
including  the  US  and  multi- 
lateral institutions,  to  posh 
broader  financial  system 
reforms,  including  selective 
controls  on  capital  Dows  and 
debt  restructuring. 

John  Howard,  Australia’s 
prime  minister,  sent  a report 
to  regional.  US  and  Euro- 
pean governments  in  Decem- 
ber urging  them  to  support 
■’short-term  controls"  on  cap- 
ital Dows  in  emerging  mar- 
kets and  closer  monitoring 
of  hedge  fund  activities. 

Mr  Costello  said  Austra- 
lia’s recent  diplomatic  initia 
Lives  were  largely  linked  to 
the  country's  enhanced 
regional  status  because  of  its 
strong  economic  growth  in 
the  past  two  years. 

Tbe  recent  demise  of  the 
Group  of  22.  one  of  the  only 
intemational  forums  which 
gave  Australia  input  into 
international  economic 
deliberations,  bad  also 
spurred  Canberra,  he  said. 

Australian  economic 
growth  reached  nearly  5 per 
cent  last  year,  exceeding  all 
forecasts,  and  would  proba- 
bly top  4 per  cent  in  the  cur- 
rent year,  he  added. 

Privately,  senior  Austra- 
lian officials  blame  Euro- 
pean countries  for  sidelining 
the  Group  of  22  in  favour  of 
the  European-dominated  G7. 

Some  said  they  feared  the 
US  administration  was  reluc- 
tant to  intervene  in  currency 
markets  last  year  because  of 
tbe  dominant  position  of  big 
US  investment  banks. 


Shares  tumble  as 
Bombay  SE  chief 
ordered  to  resign 


By  Krishna  Guha  fai  Bombay 

India's  stock  market 
regulator  yesterday  ordered 
the  president  of  the  Bombay 
Stock  Exchange  to  resign, 
sending  shares  tumbling. 
The  move  against  J.  C. 
Parekh  follows  an  investiga- 
tion into  stock  market 
manipulation  last  year. 

The  benchmark  BSE-30 
index  fell  more  than  100 
points  on  the  news,  before 
recovering  slightly  to  close 
down  74  points,  or  2 per 
cent,  at  3,682. 

The  Securities  and 
Exchange  Board  of  India 
iSebi)  said:  "We  have  asked 
the  BSE  president  to  relin- 
quish office  in  connection 
with  an  investigation  into 
share  dealing." 

Sebi.  which  did  not  detail 
the  reasons  for  its  ruling, 
has  also  barred  Mr  Parekh 
from  holding  any  public 
office  in  India’s  capital  mar- 
kets for  three  years. 

The  ruling  is  understood 
to  relate  to  Sebi’s  nine- 
month  investigation  into 
alleged  manipulation  of 
shares  in  three  popular 
stocks  - BPL.  Videocon  and 
Sterliie.  Shares  in  the  three 
companies  soared  late  last 
summer  on  unprecedented 
volumes  before  plummeting, 
prompting  several  stockbro- 
kers to  default. 

Sebi  launched  a wide-rang- 


ing investigation,  involving 
34  brokers,  a number  of 
stock  exchange  officials  and 
Harsbad  Mehta,  a former 
stockbroker  banned  from  the 
market  for  his  role  in  earlier 
securities  scams. 

“It  was  a market  manipu- 
lation. there  is  no  doubt 
about  that,"  said  a stock 
market  official. 

Sebi  has  not  published  any 
evidence  to  suggest  that  Mr 
Parekh  was  involved  in 
manipulating  shares.  Offi- 
cials believe  lie  is  being  held 
to  account  for  failure  to 
monitor  speculators’  posi- 
tions, maintain  adequate 
margins  and  report  full 
information  to  the  governing 
board  of  the  BSE. 

India’s  stock  market 
reacted  sharply  yesterday  as 
rumours  of  the  decision 
reached  dealing  rooms  at 
about  3pm.  “l  have  never 
seen  anything  like  it,"  said 
Graham  Lappin.  a stockbro- 
ker at  ABN-Amro  in  Bom- 
bay. Software  stocks,  which 
have  performed  strongly 
since  tbe  budget  on  Febru- 
ary 27,  led  the  falL 

Sentiment  was  also  hit  by 
the  fall  in  otber  Asian  mar- 
kets earlier  in  the  day.  Some 
analysts  believe  that  yester- 
day's slide  heralds  a wider 
bout  of  profit-taking,  which 
would  put  at  least  a tempo- 
rary end  to  the  recent  bull 
run  in  Indian  stocks. 
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ASIA-PACIFIC  

FEARS  OF  DEVALUATION  INFLOWS  COULD  'FALL  BY  A VERY  BIG  MARGIN'  THIS  YEAR  

Foreign  investment  slows  in  China 


By  James  Hanftng  ki  Shanghai 

Foreign  investment  in  China 
has  started  to  slow  sharply 
as  concerns  about  the  falter- 
ing economy,  the  stability  of 
the  currency  and  tough  busi- 
ness conditions  weigh  on 
investor  confidence. 

China  yesterday  reported  a 
9. 5 per  cent  decline  year-on- 
year  in  actual  foreign  direct 
investment  (FDI)  in  January 
and  February,  raising  the 
likelihood  that  inward 
investment  will  fall  this  year 
for  the  first  time  in  the 
1990s. 

The  ministry  of  foreign 


trade  and  economic  co-opera- 
tion said  contracted  foreign 
investment,  which  Beijing 
hopes  signals  the  long-term 
trend,  rose  by  17.5  per  cent 
year-on-year  to  *5Sl3tm.  But 
the  nearly  10  per  cent  fell  in 
actual  investment  prompted 
one  official  to  concede  that 
actual  inflows  could  “fall  by 
a very  big  margin"  this  year. 

China's  rapid  economic 
growth  over  the  past  decade 
has  been  helped  by  unrival- 
led inflows  of  foreign  direct 
investment,  which  have 
grown  from  $3.4bn  in  1990  to 
$45.6bn  last  year. 

However,  the  weakness  of 


domestic  demand,  oversup- 
ply in  most  industrial  sec- 
tors and  a squeeze  on  corpo- 
rate margins  have  depressed 
international  enthusiasm  for 
investing  in  China. 

In  addition,  concerns  that 
Beijing  may  in  fact  devalue 
tbe  renminbi,  in  spite  of 
repeated  promises  to  bold 
the  Chinese  currency  steady, 
have  acted  as  a further  disin- 
centive to  foreign  compa- 
nies. Many  businesses  say 
privately  they  are  holding 
off  making  a commitment, 
believing  they  may  be  able 
to  get  more  value  from  a for- 
eign currency  investment  if 


they  wait  for  a depredation. 

China’s  FDI  growth  was 
flat  last  year  as  the  Asian 
crisis  knocked  out  many 
investors  from  the  region, 
but  rising  inflows  from  the 
US  and  Europe  prevented  a 
plunge  in  the  numbers. 

The  figures  yesterday  also 
suggested  a growing  diver- 
gence between  tbe  amount 
of  money  pledged  by  foreign 
investors  and  actual  sums 
that  arrive.  The  foreign 
trade  ministry  said  accumu- 
lated FDI  in  China  reached 
S271.7bn  by  the  end  of  Febru- 
ary, while  total  contracted 
investment  was  S578bn. 


Zhao  Jinping,  an  econo- 
mist at  the  government’s 
Development  Research  Cen- 
tre. was  quoted  yesterday  as 
saying  that  actual  foreign 
direct  investment  could  fall 
to  S35bn-S40bn  in  1999-  How- 
ever. Beijing  officials  pri- 
vately suggest  the  real 
inflows  could  prove  to  be 
much  lower. 

Zhu  Rongji,  the  prune  min- 
ister, is  due  to  go  to  Wash- 
ington early  next  month, 
where  China’s  bid  to  join  the 
World  Trade  Organisation  is 
expected  to  lead  the  agenda. 
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Malaysia’s  economic  upturn  fails  to  convince 


Sheila  McNulty 

finds  doubts  that 
renewed  turmoil  can 
be  avoided  without 
real  reform 
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alaysian  car  sales  are 
soaring,  imports  have 
stopped  falling  and 
spreads  on  bonds  are  drop- 
ping. So  It  is  not  surprising 
that  some  analysts  feel  sure 
that  the  long-awaited  recov- 
ery has  arrived. 

“The  trade  figures  for 
December  show  a key  turn- 
ing point,  with  exports  up  by 
about  15  per  cent  in  USS 
terms  - the  best  perfor- 
mance since  the  crisis 
began."  says  Neil  Saker, 
head  of  economic  research  at 
SG  Securities. 

But  others  remain  uncon- 
vinced, noting  that  while 
such  data  are  comforting, 
they  should  not  be  confused 
with  evidence  of  a sustain- 
able recovery.  One  need  only 
look  at  Japan  to  know  that, 
without  taking  politically 
unpopular  steps  forcing 
poorly  managed  banks  and 
corporations  to  suffer  the 
consequences  of  inadequate 
credit  analysis  and  over- 
borrowing. nothing  will  pre- 
vent them  from  repeating 
mistakes  and  pulling  the 
country  back  into  recession 
once  this  crisis  has  passed. 

Yet  Malaysia  is  doing  its 
utmost  to  rescue  every  bank 
and  company,  buying  non- 
performing  loans  from 
banks,  recapitalising  them 
and  then  putting  pressure  on 
the  same  errant  managers  to 
lend  feverishly  again  to 
revive  the  economy. 

Kate  O'Donogbue.  regional 
economist  at  Barclays  Capi- 
tal Singapore,  notes  that  the 
banks  did  not  respond  to 
threats  last  year  that  heads 
of  institutions  would  be 
sacked  for  failing  to  produce 
8 per  cent  annual  loan 
growth,  in  fact  falling  far 
short  of  that  target.  “The  sit- 
uation is  less  than  optimal 
for  banks,  but  it’s  not  as  bad 
as  it  could  be."  she  says. 

But  the  pressure  remains. 
Moody’s  Investors  Service 
believes  attempts  to  bring 
back  growth  by  instructing 
banks  to  lend  more  will  only 
lead  to  additional  loan 
losses.  The  reclassification  of 
non-performing  loans  to 
those  in  default  for  six 
months,  instead  of  the  inter- 
nationally accepted  three. 
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Business  likes  stable  forex,  but  fears  the  bureaucracy 


The  prime  beneficiaries  of 
Malaysia's  decision  to 
impose  capital  controls  and 
withdraw  the  currency  from 
international  circulation  and 
peg  it  at  MS3.8  to  the  US 
dollar  turned  out  to  be 
foreign  direct  investors. 
Shefla  McNulty  reports. 

They  no  longer  have  to 
contend  with  wide  swings  in 
the  exchange  rate,  which 
had  made  it  difficult  to  plan 
as  they  normally  do  18  to  36 
months  in  advance. 

“It  is  easier  for  us  to 
predict  and  forecast,"  says 
Yap  Peng  Hooi,  managing 


director  of  Siemens,  the 
German  semiconductor 
company,  in  Malaysia. 

That  said,  even  these 
investors  want  the  controls 
lifted.  They  brought 
increased  bureaucracy  that 
serves  as  a deterrent  to 
more  of  the  investment  that 
has  long  fueled  Malaysia's 
economy  from  the  free- 
industrial  zones  of  Penang 
state.  Before  the  controls  on 
capita]  flows,  for  example, 
investors  say  central  bank 
approval  on  them  was 
regarded  a formality,  so 
banks  automatically 


executed  company  orders. 
But  afterwards  some  banks 
became  unwilling  to  act  until 
they  received  approval, 
stretching  the  process 
sometimes  10  days. 

investor  concerns  go 
beyond  heightened 
bureaucracy  to  the 
perception  that  Malaysia  is 
more  restrictive  than  its 
neighbours.  “It  will  be 
another  negative  factor  in 
the  equation"  says  Tan 
Beng  Teik,  managing 
director  of  Integrated  Device 
Technology,  the  US 
semiconductor  maker. 


makes  It  more  difficult  to 
assess  strains.  Yet  bankers 
say  they  have:  been  told  to 
reschedule  company  debts  to 
keep  them  from  going  under. 

There  have  been  attempts 
to  restructure,  such  as  Sime 
Darby’s  abandonment  of 
banking,  and  some  foreign 
purchases,  such  as  British 
Telecom's  acquisition  of  a 
stake  in  Binariang.  But 
many  economists  remain 
unconvinced  the  corporate 
sector  has  been  suitably 
dealt  with. 

“I  don’t  think  there  are 
enough  reported  restructur- 
ings relative  to  the  size  of 
the  problem,"  says  Kostas 
Panagiotou,  senior  econo- 
mist at  Kim  Eng  Securities. 
“When  you  have  such  a 
severe  recession,  with  the 
economy  contracting  6 to  7 
per  cent,  and  you  know  the 
corporate  sector  is  highly 
geared,  it’s  surprising  we 


haven't  seen  spectacular 
bankruptcies.”  Most  compa- 
nies are  waiting  for  the  gov- 
ernment to  save  them. 

The  largest  rescue  has 
been  of- government-linked 
Renong.  Malaysia's  biggest 
corporate  debtor.  In  October 
it  unveiled  a plan  to  address 
its  MS28bn  ($7.4bn)  in  bor- 
rowings - about  5 per  cent 
of  banking  system  loans  - 
that  included  the  govern- 
ment backing  MSlObn  in 
Renong  bonds.  Months  later 
it  produced  a new  plan  that 
did  not  contain  controversial 
direct  backing  from  the  gov- 
ernment. but  analysts  said 
maintained  assistance  in  the 
form  of  pressure  on  institu- 
tions to  buy  tbe  bonds  and 
extended  concessions  on 
Renong’s  toll  operations. 

But  economists’  biggest 
complaint  is  that  so  much 
money  is  tied  up  buying 
bonds  when  it  could  be  bet- 


ter used  elsewhere.  Out- 
standing debt  remains  huge. 
In  December  199S.  econo- 
mists say.  domestic  private 
sector  bank  debt  was 
MS454bn,  up  from  M$447.6bn 
in  December  1997.  As  a ratio 
of  gross  domestic  product, 
they  say.  debt  might  surpass 
the  enormous  162  per  cent 
recorded  at  the  end  of  1997. 
depending  on  1998  GDP. 

Economists,  therefore,  do 
not  expect  much  new  domes- 
tic investment  and.  given 
over-capacity  in  Malaysia, 
there  is  little  impetus  for 
outside  investment.  Malay- 
sia has  not  encouraged  it. 
refusing  to  loosen  restric- 
tions on  foreign  ownership 
in  strategic  industries  such 
as  banking,  and  imposing 
controls. 

In  September,  Malaysia 
withdrew  tbe  currency  from 
international  circulation, 
placed  controls  on  capital 


flows,  trapped  foreign  money 
in  the  stock  market  for  a 
year  and  froze  what  amounts 
to  billions  of  dollars  in 
Malaysian-listed  shares  that 
had  been  traded  over-the- 
counter  in  Singapore. 

“The  Malaysian  govern- 
ment’s introduction  of  cur- 
rency- and  capital  controls 
discourages  new  inward 
investment,  which  in  turn 
cuts  off  a source  of  funds  for 
companies  - the  borrower- 
customers  of  the  local  banks 
- that  urgently  need  either 
to  invest  or  restructure  their 
liabilities."  Moody's  says.  “It 
also  hampers  the  ability  of 
tbe  banks  tbemselves  to 
raise  much-needed  capital 
from  foreign  sources." 

Although  the  government 
recently  permitted  foreign- 
ers to  withdraw  investments 
before  a year  if  they  pay 
hefty  exit  taxes,  most  are 
waiting  the  12  months  to 
incur  fewer  losses.  And  they 
are  not  committing  new 
money.  “We’re  negative  on 
Malaysia."  says  Hugh 
Young,  managing  director  of 
Aberdeen  Asset  Manage- 
ment Asia.  “It’s  just  not 
applying  the  right  policies." 

Daim  Zainuddin.  finance 
minister,  declined  to  respond 
to  these  concerns.  Perhaps 
his  biggest  worry  should  not, 
in  any  case,  be  how  foreign 
investors  view  Malaysia  but 
how  they  see  it  relative  to 
neighbours  which  can  be 
seen  to  be  implementing 
reforms.  No  matter  how  con- 
vincing the  results  of  Malay- 
sia’s policies,  reforms  in 
countries  nearby  will  make 
investors  more  confident 
about  looking  elsewhere. 


Deadly 

pig 

disease 
spreads 
to  East 
Malaysia 

By  TJ.  Tan  in  Kuato  Lumpur 


An  outbreak  of  Japanese 
encephalitis  has  spread  to 
the  East  Malaysian  state  of 
Sabah  on  Borneo  island, 
with  two  people  contracting 
the  disease. 

The  viral  disease,  which  is 
carried  by  pigs  and  spreads 
to  humans  via  mosquitoes, 
has  killed  58  people  - mainly 
pig  fanners  - since  tbe  out- 
break started  in  October. 
Until  now  tbe  disease  has 
been  confined  to  peninsular 
Malaysia,  health  officials 
said. 

The  authorities  have  been  jk.l 
struggling  to  contain  the  dis-  " 
ease,  which  attacks  the 
brain  in  humans. 

They  have  evacuated  some 
2.900  villagers  in  Lnkut  dis- 
trict in  Negri  Sembilan  state, 
about  100km  south  of  the 
capital.  Kuala  Lumpur,  as 
the  army  started  killing  over 
320.000  pigs  (15  per  cent  of 
the  national  pig  stocks)  in 
tbe  area  to  stamp  it  out. 
Lukut,  which  lies  in  the 
heart  of  Malaysia’s  pig 
breeding  industry,  is  the 
worst-affected  area. 

According  to  the  Federa- 
tion of  Livestock  Farmers'  - 
Associations,  half  of  tbe 
country's  1.800  pig  farms 
may  have  to  shut  down  as 
pork  consumption  and  prices 
fell. 

It  is  urging  the  country’s 
6m  Chinese  - 26  per  cent  of 
the  population  of  the  mainly 
Moslem  country  - to  make  a 
point  of  buying  pork  evwy  ^ 
day  to  save  the  Mgl.5bo  * 

( US$395m>  pig  farming 
industry.  The  government 
does  not  plan  to  compensate 
fanners  for  pigs  slaughtered. 

The  Malaysian  Chinese 
Association,  a member  erf  the 
ruling  coalition,  has  started 
a pork -eating  campaign,  and 
a fund  set  up  last  week  to 
help  pig  farmers  has 
attracted  MS  1.2m  in  dona- 
tions from  the  public. 

Taiwan  said  yesterday 
that  it  was  tightening  cus- 
toms checks  on  travellers 
from  south-east  Asia  because 
of  the  outbreak  and  was  dis- 
couraging farm  visits  to  Mal- 
aysia. 

It  is  also  tightening  inspec- 
tions on  animal  and  plant 
products  from  the  region 
and  cracking  down  on  meat 
smuggling. 

Singapore  has  banned 
imports  of  pigs  and  horses 
from  Malaysia  after  an 
abattoir  worker  on  the 
island  died  from  suspected^.. 
Japanese  encephalitis.^ 
Pig  exports  to  Singapore 
are  worth  over  MJSOQra  a 
year. 

Representatives  of  Chinese 
organisations,  human  rights 
groups  and  pig  formers  pro- 
tested yesterday  outside  the  - 
health  ministry,  urging  the 
government  to  speed  up  the 
culling  of  pigs  and.  provide 
compensation  to  farmers  for 
pigs  killed. 
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Sea  escape 
prompts 
call  to 
boost  navy 
in  Japan 

By  Midiiyo  Nakamoto  in  Tokyo 


Calls  for  Japan  to  strengthen 
its  self-derence  capabilities 
increased  yesterday  after 
Japanese  forces  gave  up  pur- 
suit of  two  unidentified 
ships  which  had  intruded 
into  Japanese  territory. 

Keizo  Obuchi,  the  prime 
minister,  said  tbe  govern- 
ment would  consider 
strengthening  Japan's  abil- 
ity to  respond  to  aggression. 

I am  sorry  to  say  the  mea- 
sures taken  did  not  result  in 
the  carrying  out  of  orders  to 
stop  and  inspect  the  ships. 
But. . . it  clearly  demon- 
strates the  nation's  will  to 
secure  its  safety.  These  inci- 
dents could  occur  at  any 
time,  and  it  is  important  for 
the  government  to  be  united 
in  responding  to  them,"  Mr 
Obuchi  said. 

Japanese  destroyers  gave 
up  their  pursuit  of  the  two 
ships  yesterday  afternoon 
when  they  sailed  out  of  the 
Japanese  air  defence  identifi- 
cation zone  in  the  direction 
of  North  Korea. 

The  ships,  disguised  as 
Japanese  fishing  vessels,  had 
wandered  into  Japanese 
waters  and  had  refused  to 
stop  even  after  repeated 
warning  shots  and  the  drop- 


A Japanese  gunner  fires  20mm  tracer  rounds  from  a Maritime  Safety  Agency  patrol  boat  towards  two 


fleeing  boats  that  had  infiltrated  Japanese  waters  on  Tuesday 


ping  of  bombs  near  them. 

The  Japanese  govern- 
ment’s unusually  prompt 
and  decisive  action  against 
the  two  ships  was  criticised 
by  some  opposition  politi- 
cians as  unnecessarily  rash. 
The  defence  force  fired  more 
than  1,200  warning  shots  and 
dropped  over  10  bombs  near 
the  ships.  Under  Japanese 
self-defence  rules,  the 
defence  force  can  fire  at  an 
enemy  only  if  the  Japanese 
are  attacked  first.  Some 
members  of  the  ruling  party 
are  calling  for  a review  of 
these  restrictions.  A number 
have  even  advocated  that 
Japan  reserve  the  right  to 


launch  pre-emptive  strikes 
against  a potential  enemy. 

“The  system  is  absolutely 
not  in  place"  to  deal  with  a 
serious  emergency  situation, 
said  Ichiro  Ozawa,  leader  of 
the  Liberal  party,  the  junior 
government  partner  to  the 
Liberal  Democratic  party. 

The  latest  incident  comes 
in  the  wake  of  a series  of 
Incidents  involving  North 
Korea.  Last  August.  North 
Korea  launched  a missile 
across  Japanese  territory, 
prompting  the  Japanese 
government  to  decide  to 
launch  four  surveillance 
satellites  and  jointly  develop 
a ballistic  missile  defence 


AP 

system  with  the  US. 

North  Korean  agents  are 
believed  to  be  behind  a 
series  of  kidnappings  of  Jap- 
anese citizens,  bodies  of 
North  Korean  military  offi- 
cers have  washed  up  myste- 
riously along  Japan's  west- 
ern coast  and  North  Korean 
ships  are  believed  to  have 
been  involved  in  attempts  to 
smuggle  a stimulants  into 
Japan  last  year. 

The  scare  over  the  ships 
also  comes  as  the  Japanese 
Diet  remains  divided  over 
new  legislation  the  govern- 
ment wants  to  pass  to 
strengthen  Japan's  support 
for  US  forces. 


Indian  women 
outraged  by 
rape  insurance 
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By  Amy  Louise  Kazmin 
in  New  Delhi 


India's  state-owned  General 
Insurance  Corporation  (GIC) 
has  been  forced  to  drop  a 
reference  to  rape  in  a new 
catch-all  women's  accident 
insurance  policy  following 
an  outcry  from  women’s 
groups  appalled  by  the  idea 
of  the  government  selling 
“rape  insurance". 

Under  the  terms  of  the  pol- 
icy announced  by  the  Bom- 
bay-based  company  last 
week,  women  between  the 
ages  of  10  and  75  can  pay  a 
premium  of  15  rupees  (35  US 

cents!  a year  for  a policy 
that  would  compensate  them 
for  death,  disability  or  other 
damage  incurred  as  a result 
of  various  accidents,  includ- 
ing snakebite  and  drowning. 
The  policy,  formally 
launched  by  Atal  Behari 
Vajpayee,  the  prime  minis, 
ter.  also  specified  that 
women  could  be  compen- 
sated for  disabilities  result- 
ing from  rape. 

“It  is  a policy  marketed  for 
Indian  housewives  with  a 
very  low  premium  base  to 
cover  some  of  the  Incidents 
that  happen  in  day-to-dav 
life."  says  R.K.  Joshi.  assis- 
tant general  manager  of  GIC. 
He  said  rape  was  specifically 
included  in  the  policy 


because  it  is  “one  of  the 
eventualities". 

However,  women's  groups 
in  the  Indian  capital  con- 
demned the  proposal,  which 
they  said  inappropriately 
equated  rape  with  other  acci- 
dents, “It's  an  atrocious 
idea."  says  Kirti  Singh,  an 
attorney  for  the  All  India 

Democratic  Women’s  Associ- 
ation_ 

Instead  of  taking  steps  to 
prevent  rape,  she  says,- the 
government  is  essentially 
telling  women  to  "accept  the 
fact  that  it’s  there,  and  deal 
with  it” 

Indian  women's  groups 
have  been  pressing  for  stron- 
ger rape  laws  that  would 
guarantee  some  funds  for 
rape  victims,  either  through, 
penalising  convicted  rapists 
or  through  a government 
fund. 

’’You  are  setting  a prece- 
dent which  says  a women 
has  to  pay  to  rehabilitate 
herself,"  says  Brinda  Karat, 
of  the  All  India  Women's 
Democratic  Association. 

The  outcry  prompted  the 
GlC  to  rethink  its  plans,  and 
Mr  Joshi  says  the  company 
now  plans  to  “delete  the 
word  rape".  However,  he 
defended  the  idea  of  compen- 
sating rape  victims,  saying  it 
had  been  “wrongly  under- 
stood". 
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after  RECENT  ELECTIONS  ENSURED  victory  FORPRO-REGIME  PARTIES  only__ 

Candidates  struggle  to  rouse  Algerian  voters 


By  Route  KUalaf,  Middle  East 

Pnruc .mnrfn.t  i . “■*&  Mximiuau.'s,  wven  nave 

teen  declared  eligible  to  run 

hr  Aln.nnnV  i 


Candidates  tor  Algeria's 
April  15  presidential  elec- 
tions today  begin  three 
weeks  of  official  campaign- 
ing to  lure  a sceptical  elec- 
torate, battered  by  seven 
years  oT  violence  and  deter- 
iorating social  conditions. 

Although  some  of  the 
regime's  strongest  critics  are 
taking  part  in  the  two-round 
ballot,  the  17m  voters  have 
fresh  memories  of  recent 
elections  that  ensured  vic- 
tory for  pro-regime  parties 
only. 

Out  of  more  than  40  aspir- 


by  Algeria's  constitutional 
council.  Much  of  the  atten- 
tion has  so  for  centred  on 
Abdelaziz  Boutefiifca,  the  for- 
mer foreign  minister 
believed  to  be  backed  by  a 
large  section  uf  the  military 
establishment. 

Mr  Bouteflika's  election 
was  supposed  to  have  been 
assured  because  be  is  backed 
by  several  parties  close  to 
the  regime.  But  bis  cam- 
paign has  run  into  trouble  as 
the  parties  behind  him  have 
suffered  internal  splits,  sug- 
gesting divisions  within  the 
regime  over  his  candidacy. 


Opposition  candidates  say 
this  setback  for  Mr  Boute- 
flika  and  promises  of  fair- 
ness by  outgoing  president 
Liamlne  Zeroual  leave  them 
with  some  hope  for  a free 
election. 

Three  other  leading  con- 
tenders have  been  opponents 
of  the  regime  and  have  con- 
sistently called  for  a political 
solution  to  Algeria's  crisis 
and  the  need  to  return  the 
country  to  the  rule  of  law. 
Their  participation  has  lent 
credibility  to  the  election 
and  added  to  pressures  to 
hold  a free  polL 

Ahmad  Taleb  Ibrahimi, 
who  held  ministerial  posts 


under  the  Boumedienne 
regime  of  the  1960s  and 
1970s,  is  likely  to  win  the 
largest  part  of  the  Islamist 
vote.  The  Islamic  Salvation 
Front  (FISj,  the  banned 
party  that  was  stripped  of  an 
electoral  victory  in  1992,  is 
quietly  hm*Hng  him. 

Moulond  Hamrouche,  the 
former  prime  minister  and 
leader  of  the  reformist  wing 
of  the  National  Liberation 
Front  (FLN),  the  former  rul- 
ing party,  is  calling  for  radi- 
cal reform  of  the  system.  He 
is  winning  the  support  of 
Algeria’s  youth. 

Hocine  Ait  Ahmad,  leader 
of  the  Socialist  Forces  Front 


(FFS),  the  Berber-based  secu- 
lar opposition  party,  has 
been  the  most  outspoken 
opponent  of  the  regime  and 
has  played  a significant  role 
In  raising  international  con- 
cern over  the  violence  in 
Algeria. 

The  three  remaining  can- 
didates are  Abdallah  Jabal- 
lah,  a former  leader  of  a 
small  legal  Islamist  party; 
Mokdad  Sifi,  a former  prime 
minister,  and  Youssef  Kha- 
tib,  Mr  Zeroual 's  campaign 
manager  in  1995. 

Raising  the  interest  of 
Algerian  voters  in  the  elec- 
tion is  essential.  Analysts 
say  opposition  candidates 


need  a high  and  visible  turn- 
out In  their  favour  to 
counter  temptations  of 
manipulation  of  the  results, 
even  with  extra  safeguards 
decreed  by  Mr  ZerouaL 
Meanwhile,  given  the  pop- 
ulation's general  disillusion- 
ment with  the  government 
and  the  aggravation  of  social 
problems  following  economic 
reforms,  analysts  say  that 
for  Mr  Bouteflika  to  be 
elected  in  a credible  poll  be 
will  need  to  break  free  of 
being  identified  as  the 
regime  candidate  and  con- 
vince Algerians  be  can  lead 
them  out  of  their  seven-year 
ordeal.  - - 


Young  Palestinian  entrepreneurs  shun 
Arafat’s  anachronistic  political  economy 


Judy  Dempsey  reports  from  Ramallah  in 
the  West  Bank  on  disillusionment  among 
children  of  the  intifada  with  the  PLO  regime 
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Khalil  Salaam  is  exactly 
the  kind  of  Palestinian 
the  World  Bank  wanted 
to  return  home  to  help 
rebuild  the  economy. 

Bom  in  Ramallah.  a bust- 
ling Palestinian  city  north  of 
Jerusalem,  Mr  Salaam  left 
when  he  was  18.  studied  in 
the  US  and  for  the  past  15 
years  divided  his  time 
between  running  a small 
consultancy  company  and  a 
crafts  shop  in  Boston. 

His  friends  who  stayed 
behind  joined  the  intifada,  or 
uprising,  against  Israeli 
occupation,  hoping  the  out- 
come would  give  this 
younger  generation  of  Pales- 
tinians the  chance  to  shape  a 
new  society.  When  the  inti- 
fada ended  in  1993,  Mr 
Salaam  returned  to  help 
his  friends  establish  a 
business. 

But  as  Yassir  Arafat,  Pal- 
estinian Authority  (PA)  pres- 
ident, considers  whether  to 
declare  unilaterally  an  inde- 
pendent state  on  May  4.  Mr 
Salaam  and  his  friends  are 
packing  their  hags.  They  do 
not,  they  said,  want  to  con- 
tinue living  under  the  PA 
“It’s  hard  to  explain.  But 


the  revolution  has  been 
betrayed."  said  Sami 
Amaasi,  29.  a friend  or  Mr 
Salaam.  “The  economy  and 
society  we  wanted  to  build 
after  the  intifada  has  been 
hijacked  by  Arafat  and  his 
outsiders.  Those  who  stayed 
behind  and  fought  have  been 
marginalised." 

When  Mr  Arafat  returned 
to  Gaza  from  exile  in  Tunis 
in  1994,  the  international 
community,  particularly  the 
World  Bank  and  the  Interna- 
tional Monetary  Fund, 
believed  there  was  a chance 
to  catapult  this  small  Arab 
economy  into  the  21st  cen- 
tury. After  all,  the  PA  was 
backed  by  donors  disburs- 
ing, over  a five  year  period, 
f2bn  of  aid.  It  also  had  a 
vibrant  entrepreneurial  dias- 
pora. 

“We  knew  about  the 
Israeli  closures  on  the  West 
Bank  and  Gaza,  how  Israel 
strangled  the  Palestinian 
economy,  how  sewage 
spilled  onto  the  streets  in 
Gaza,"  said  a leading  west- 
ern donor. 

“Nevertheless,  we  thought 
there  was  a chance  for  Ara- 
fat to  build  strong  institu- 


tions to  encourage  the  dias- 
pora to  return,  invest,  con- 
solidate civil  society.” 

Instead,  said  Mas  he  Moaz, 
Middle  East  expert  at  the 
Hebrew  University's  Truman 
Institute,  Mr  Arafat  reverted 
to  the  centralised,  socialist 
ideology  of  the  1960s  that 
swept  across  the  Middle  East 
in  the  wake  of  the  post-colo- 
nial period. 

“These  economies  were 
highly  centralised,  with 


Instead  of 
capitalising  on  the 
energy  unleashed 
by  the  intifada,  Mr 
Arafat,  say  critics, 
hijacked  it 


power  concentrated  in  the 
hands  of  the  leader,  backed 
by  the  security  forces,"  he 
explained. 

“Private  investment  was 
discouraged,  the  press  cen- 
sored, the  opposition  intimi- 
dated. Arafat  adopted  the 
same  methods.” 

Ironically,  said  a US 
banker  advising  the  PA,  Mr 
Arafat  has  adopted  this  style 


of  rule  at  a time  when  even 
Syria  is  considering  eco- 
nomic reforms.  "The  people 
around  Arafat  are  either 
ideologues,  educated  in 
Egypt  in  the  1960s  under  the 
Nasser  regime,  or  are  simply 
interested  in  power,  deter- 
mined to  destroy  the  revolu- 
tion the  intifada  tried  to 
make,”  he  added. 

That  revolution,  explained 
Mr  Amaasi,  involved  more 
than  ending  Israeli  occupa- 
tion. It  entailed  shifting 
power  away  from  the  tradi- 
tional landed  families,  to  a 
younger,  educated  genera- 
tion, including  women,  from 
cities  and  villages.  It  was,  he 
said,  a chance  to  democra- 
tise Palestinian  society. 

Yet  on  fata  return  to  Gaza, 
instead  of  capitalising  on  the 
energy  unleashed  by  the 
intifada,  Mr  Arafat,  say  crit- 
ics, hijacked  it  Giann  Robin- 
son. veteran  academic  on 
Palestine,  noted  in  his  recent 
book  - Building  a Palestin- 
ian State;  the  Incomplete 
Revolution  - the  PLO  elite 
that  took  power  in  Palestine 
after  1994,  “was  not  the  same 
political  elite  that  produced 
the  intifada.  The  task  of  the 
outsiders  was  to  undermine 
the  new  elite  through  co-op- 
tion, coercion  and,  marginal- 
isation. . . aimed  at  consoli- 
dating the  power  of  the 


Palestinian  Authority”. 

In  doing  so,  the  PA's  con- 
trol of  power  has  exacted  a 
heavy  toll  on  private  invest 
ment  and  Institution  build- 
ing. Between  1993  and  1997, 
real  private  investment  is 
estimated  to  have  declined 
by  an  average  of  10  per  cent 
a year,  while  private  invest- 
ment's share  in  gross  domes- 
tic product  has  declined 
from  19  per  cent  in  1993  to  zo 
per  cent  in  1997. 

IMF  officials  blame  Israel's 
policy  of  blocking  free  move- 
ment of  Palestinian  goods 
and  people.  But  increasingly, 
they  criticise  the  PA’s  inter- 
ference in  the  private  Bector, 
with  investors  complaining 
how  PA-controlled  holding 
companies  try  to  take  a 25 
per  cent  stake  in  large  for- 
eign Investments. 

No  effort,  add  investors, 
has  been  made  to  unify  the 
(Jordanian)  West  Bank  and 


(Egyptian)  Gaza  legal 
systems,  a move  that  would 
provide  judicial  consistency, 
over,  for  example,  property 
rights  and  licences. 

The  IMF  has  also  criticised 
the  PA's  refusal  to  consoli- 
date the  budget,  which 
excludes  at  least  an  annual 
{100m  it  receives  from  Israel 
in  excise  payments.  Profits 
and  excise  duties  from  the 
petroleum,  tobacco  and 
cement  monopolies  con- 
trolled by  Mohammad 
Rashid.  Mr  Arafat’s  eco- 
nomic adviser,  go  unre- 
corded, said  a US  official. 

“There  is  minimum 
accountability,  minimum 
transparency,  minimum  rule 
of  law,”  he  said. 

That  is  why,  said  Mr 
Raiaam  and  his  friends,  they 
are  going  abroad.  “We'U 
return  when  Arafat’s  own 
revolution  has  run  its 
course,"  said  Mr  AmasaL 


NEWS  DIGEST 


ANALYSTS  FEAR  FURTHER  FALLS 


Nigeria  bows  to  pressure 
and  devalues  currency 

Nigeria's  central  bank  succumbed  yesterday  to  long-term 
pressure  on  the  currency,  devaluing  the  naira  by  4.2  per 
cent.  The  faH  from  N86.25  to  the  dollar  to  N90  will  be  wel- 
comed by  the  International  Monetary  Fund,  whose  officials 
have  long  argued  that  the  naira  was  pegged  at  an  artifi- 
cially high  rate,  detrimental  to  the  competitiveness  of 
Nigerian  non-oH  exports.  But  analysts  say  that  if  the 
elected  government  - due  to  be  in  office  by  May  - 
respects  the  new  autonomy  of  the  central  bank  it  could  be 
onfy  the  start  of  a painful  depreciation. 

For  more  than  six  months  the  naira  has  been  pegged  at 
66  to  the  dollar.  Officials  at  the  central  bank,  which  con- 
ducts a weekly  managed  foreign  currency  auction,  said  the 
decision  to  devalue  was  prompted  by  excess  liquidity  In 
the  banking  system  and  an  attempt  to  reduce  the  parallel 
market  premium.  It  may  also  reflect  concern  over  dwind- 
ling foreign  reserves. 

These  stand  at  about  $6 bn,  but  much  of  that  has 
already  been  accounted  for.  Finance  officials  say  that  in 
recent  months  the  reserves  have  been  freely  used  to  sup- 
port the  naira.  WIBam  Wallis,  Lagos 


SOUTH  AFRICA 


Boesak  jailed  for  six  years 

Allan  Boesak,  one  of  South  Africa's  best  known  anti- apart- 
heid fighters,  was  sentenced  yesterday  to  six  years  in  Jail 
for  theft  and  fraud  involving  money  given  by  foreign 
donors  Including  US  musician  Paul  Simon  and  a Swedish 
government  aid  agency. 

Boesak  and  Archbishop  Desmond  Tutu  were  among  the 
most  prominent  campaigners  against  white  minority  rule 
who  stayed  in  South  Africa  during  the  last  years  of  apart- 
heid, which  ended  in  1994.  As  head  of  the  Geneva-based 
World  Affiance  of  Reformed  Churches,  Boesak  also  led  the 
successful  effort  In  1982  to  have  apartheid  declared  a her- 
esy, striking  directly  at  what  many  white  Afrikaners 
believed  at  the  time  was  a deep  religious  justification  for 
white  domkffitkxi. 

Boesak,  who  lost  his  job  as  South  African  ambassador 
to  the  United  Nations  when  the  scandal  brake,  said  he 
would  appeal  Nicholas  Shaxson,  Cape  Town 


ISRAELI  STRIKES 


Unions  step  up  wage  pressure 

Israel  was  yesterday  paralysed  by  public  sector  strflcas 
which  hit  transport,  schools,  hospitals  aid  ministries,  as 
the  trade  union  federation  stepped  up  pressure  for  higher 
wages.  Amir  Peretz,  head  of  the  Histadrut  union  who  is 
also  leading  his  own  Workers'  party  ki  the  May  elections. 
Is  seeking  at  least  an  8 per  cent  wage  increase  over  infla- 
tion. which  was  B.6  per  cent  last  year. 

The  finance  ministry  said  it  was  prepared  to  offer  an 
increase  of  3.85  per  cent  to  reflect  the  continuing  fail  In 
inflation.  Consumer  prices  dropped  last  month  by  0.8  per 
cent,  the  biggest  fall  for  13  years. 

The  strikes,  the  second  in  a week,  have  been  criticised 
by  Benjamin  Netanyahu,  Israeli  prime  minister,  as  a politi- 
cal ploy  by  Mr  Peretz  to  gain  support  ahead  of  the  elec- 
tions. Jucfy  Dempsey,  Jerusalem 
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Wherever  you  are.  Whatever  you 
do.  The  Allianz  Group  is  always  on 
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To  us  risk  management  means  thinking  the  unthinkable 


prevent  risk  turning  into  loss.  As  one  of  the  world's  leading  insurers  our  financial 


strength  and  technical  expertise  combine  to  make  Allianz  Group  the 
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VIEW  FROM  BRITAIN 


Months  of 
legal  battle 
still  ahead 


By  Andrew  Parlur  and 
Jmnry  Bums  In  London 

Jack  Straw,  the  British 
home  secretary  (internal 
affairs  minister),  is  likely  to 
give  a fresh  authorisation 
for  a UK  court  to  consider 
extradition  proceedings 
against  Augusto  Pinochet, 
the  former  Chilean  dictator. 

Government  officials  say 
he  is  not  expected  to  reverse 
his  original  decision  last 
December  to  give  the  courts 
an  “authority  to  proceed" 
with  consideration  of  the 
Spanish  extradition  request. 

Mr  Straw  will,  however, 
formally  have  lo  decide 
whether  that  authorisation 
is  still  valid  in  the  light  of 
the  new  Law  Lords'  ruling. 
But  officials  said  yesterday 
it  was  difficult  to  see  bow  he 
would  reverse  his  original 
decision  because  the  Law 
Lords  had  concluded,  by  a 
majority  of  six  to  one.  that 
Gen  Pinochet  still  faced 
extraditable  charges. 

The  officials  said  that  at 
worst  Mr  Straw  would  have 
to  issue  a new  authority  to 
proceed,  based  on  the 
reduced  number  of  extradit- 
able charges.  “If  every 
charge  had  been  excluded 
that  would  be  different  mat- 
ter. There  are  some  remain- 
ing." an  official  said. 

A Home  Office  spokesman 
said  Mr  Straw  would  recon- 
sider the  case  in  the  light  of 
the  new  ruling  by  the  Law 
Lords  “which  covers 
extremely  complicated  legal 
issues". 

“The  home  secretary  will, 
as  in  all  individual  extradi- 
tion decisions,  be  guided  by 
general  principles  of  fairness 
...He  will  try  to  deal  with 
this  as  swiftly  as  possible," 
the  spokesman  said. 

The  government  has  strug- 
gled to  insist  that  Mr  Straw 
is  not  allowing  political  con- 
siderations to  influence  his 
quasi-judicial  derision  about 
the  Spanish  extradition 
request.  Shortly  after  Gen 


•Pinochet’s  arrest  in  London 
last  Octoher,  another  British 
minister  said  it  was  “gut 
wrenching”  to  see  the  for- 
mer dictator  claiming  diplo- 
matic immunity. 

In  the  House  of  Commons, 
parliamentarians  from  the 
governing  Labour  party 
cheered  when  told  that  the 
Law  Lords  had  decided  Gen 
Pinochet  did  not  enjoy 
Immunity  as  a former  head 
of  state.  He  is  the  bile  noire 
of  many  Labour  MPs. 

However.  Norman  Fowler, 
a spokesman  for  the  opposi- 
tion Conservative  party, 
said:  “The  Law  Lords  have 
said  that  in  view  of  the  very 
substantial  reduction  in  the 
number  of  extraditable 
charges,  the  home  secretary 
will  need  to  reconsider  the 
matter.  The  home  secretary 
should  do  so  without  delay 
and  recognise  that  it  is  now 
overwhelmingly  in  the  pub- 
lic interest  for  this  case  to  be 
bought  to  an  end  and  for  the 
senator  to  return  to  Chile. 
The  alternative  is  that  we 
have  protracted  legal  pro- 
ceedings dragging  on  for 
month  after  month." 

Mr  Straw  will  continue  to 
face  pressure  from  pro-  and 
anti-Pinochet  MPs. 

Ann  Clwyd.  the  leftwing 
Labour  chair  of  the  parlia- 
mentary human  rights 
groups,  said;  “This  was  a 
good  majority  verdict  that 
Pinochet  can  be  extradited 
and  some  of  the  charges 
holding.  I would  hope  that 
this  will  help  Jack  Straw's 
resolve  not  to  let  him  go." 

She  said  that  If  legal 
moves  to  bring  Gen  Pinochet 
to  trial  in  Spain  failed,  she 
would  back  efforts  to  take 
cases  against  the  former  dic- 
tator to  the  European  Court 
of  Human  Rights. 

Lord  Lamont.  a former 
Conservative  minister  and  a 
supporter  of  Gen  Pinochet, 
said  he  wanted  Mr  Straw  to 
stop  all  further  legal  pro- 
ceedings and  allow  him  to 
return  to  Chile. 
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JiMant  enh-Pinochet  protesters  outside  the  UK  House  of  Lords  in  London  yesterday 


SPANISH  REACTION 


Reuters 


A pyrrhic  victory  for  Madrid 


By  David  White  in  Madrid 

The  Law  Lords’  decision 
partially  supporting  the 
Spanish  case  against 
Augusto  Pinochet  was  a vic- 
tory the  Madrid  government 
would  rather  not  have  won. 

Since  the  Chilean  ex-presi- 
dent's arrest  in  London  last 
October  at  the  request  of  a 
Spanish  investigating 
magistrate,  the  centre-right 
government  has  found  itself 
in  the  uncomfortable  posi- 
tion of  pursuing  an  extradi- 
tion case  against  its  own 
volition. 

The  state  prosecutor's 
office  tried  several  times  to 
block  the  magistrate's 
efforts,  but  without  success. 
Eventually  the  government 
decided  it  had  no  alternative 
but  to  submit  a formal  peti- 
tion for  extradition. 

As  the  complex  process 
swung  back  into  motion  yes- 


terday. the  Law  Lords’  deci- 
sion revived  Spanish  anxi- 
eties about  the  impact  on 
relations  and  business  links 
with  Chile. 

Whether  or  not  Gen  Pino- 
chet is  finally  sent  to  Spain, 
the  case  will  cast  a shadow 
over  defence  contracts  and 
big  Spanish  investments 
ranging  from  banking  to 
telecommunications. 

The  long-delayed  finding 
on  Gen  Pinochet’s  claim  to 
immunity  has  come  at  a par- 
ticularly awkward  moment 
for  Endesa.  Spain's  leading 
power  company,  in  the  midst 
of  a controversial  bid  to  gain 
a dominant  position  in  Chi- 
le’s electricity  industry. 

The  Spanish  company  will 
make  a second  attempt  next 
week  to  win  approval  (ram 
shareholders  of  Chile's  Ener- 
sis  conglomerate  for  a plan 
which  would  allow  it  to  dou- 
ble Its  existing  stake  and 


gain  outright  control. 

Spanish  legal  experts 
expect  the  Pinochet  case  to 
drag  on  in  the  UK  for  at 
least  several  months  before 
it  is  decided  whether  the  for- 
mer dictator  can  be  sent  to 
Spain  and  committed  for 
trial. 

Baltasar  GarzOn.  the  inves- 
tigating magistrate,  is  expec- 
ted to  maintain  his  charges, 
despite  the  Law  Lords’  deci- 
sion to  rule  out  torture  cases 
before  1988,  when  the  UN’s 
Convention  against  Torture 
was  ratified  by  both  Chile 
and  the  UK.  This  leaves  only 
a few  cases  in  the  last  year 
and  a half  of  Gen  Pinochet's 
17-year  rule. 

Spanish  law  specifically 
provides  for  jurisdiction  - 
no  matter  where  crimes  are 
committed,  by  whom  or 
against  whom  - in  cases  of 
genocide,  terrorism  and 
other  crimes  covered  by 


international  treaties. 
Experts  said  Mr  Garzdn 
could  invoke  the  UN  Con- 
vention against  the  Taking 
of  Hostages,  which  Chile  and 
the  UK  ratified  in  the  early 
1980s. 

Experts  said  the  case  was 
breaking  new  ground  in  test- 
ing whether  a country  could 
try  aliens  for  certain  crimes 
committed  against  other 
aliens  in  another  country. 

One  precedent  exists  in  a 
civil  case  brought  In  the  US 
against  a Paraguayan  police 
officer,  for  the  death  in  1976 
of  the  teenage  son  of  a doc- 
tor and  human  rights  activ- 
ist. allegedly  under  torture. 
The  complaint  was  initially 
dismissed,  hut  upheld  in  ah 
appeal  in  1980.  by  when  the 
accused  man  had  fled  hack 
to  Paraguay. 

“What  we  are  seeing  here 
is  absolutely  new,"  said  one 
Spanish  criminal  lawyer. 


By  Martin  Muffigan  tn  Santiago 
and  Jimmy  Burns  to  London 

Supporters  and  opponents  of 
General  Augusto  Pinochet 
both  claimed  victory  yester- 
day as  the  former  Chilean 
president  faced  a continuing 
legal  battle  to  decide  his 
future- 

In  Santiago,  a handful  of 
arrests  were  made  in  the  city 
centre  as  police  turned  water 
cannons  on  students  wel- 
coming the  verdict. 

Outside  the  Houses  of  Par- 
liament in  London,  some  200 
anti-Pinochet  demonstrators 
danced  jubilantly  as  they 
heard  the  Law  Lords'  verdict 
as  it  ramp  over  their  transis- 
tor radios.  The  votes  of  the 
judges  were  greeted  like 
goals  of  a crucial  football 
match. 

“The  ruling  maintains  the 

principle  that  violations 
against  humanity  are  an 
extraditable  offence  and  we 
should  celebrate  that,”  said 
Edmundo  Garcia,  one  of  the 
demonstrators. 

Another,  Jimena  Lopez, 
said;  “I  am  just  so  happy.  It 
has  been  so  long  for  all  of  us, 
but  now  we  can  have  jus- 
tice”. 

However,  Patrick  Robert- 
son. the  personal  adviser  to 
General  Pinochet  in  the 
international  campaign  to 
have  him  freed,  said  the  for- 
mer president  was 
“delighted"  that  most  of  the 
charges  against  him  had 
been  dropped. 

“He  is  concerned  that  he 
remains  under  detention  but 
we  will  fight  on  to  ensure 
his  safe  return  to  Chile." 

Pro-Pinochet  campaigners 
said  that  the  ruling  bad 
come  as  no  surprise  and  had 
greatly  strengthened  the  for- 
mer president’s  chances  of 
eventually  being  able  to 
return  to  his  country. 

Police  in  Santiago  reported 
scuffles  as  Pinochet  support- 
ers demonstrated  outside  the 
British  Embassy  over  what 
they  saw  as  the  ambiguous 
nature  of  the  verdict.  But 


there  were  no  arrests.  Oppo- 
nents of  the  tanner  dictatin' 
marched  through  the  streets 
of  central  Santiago. 

Further  demonstrations 
were  expected  later  in  the 
day  outside  the  Spanish  and 
British  embassies. 

The  Chilean  government 
appealed  to  the  population  to 
“act  with  maturity”  over  the 
next  few  days  as  it  consulted 
lawyers  on  the  Implications 
of  the  ruling. 

Jorge  Arrate,  government 
general  secretary,  said:  “We 
are  asking  Chileans  from  all 
sides  to  receive  this  latest 
news  with  tranquillity”. 

Hern  an  Briones,  president 
of  the  Pinochet  Foundation, 
called  on  Che  government  to 
intervene  in  the  extradition 
process  to  ensure  “the 
speedy  return  of  Gen  Pino- 
chet 

“This  is  the  only  way  that 
we  can  re-establish  normal- 
ity in  the  function  of  Chilean 
institutions"  he  said. 

Legal  experts  have  pre- 
dicted that  the  administra- 
tion of  President  Eduardo 
Frei  will  also  come  under 
pressure  from  military’  lead- 
ers to  defend  the  state’s  sov- 
ereign rights  in  what  is  now 
a political  case. 

Heraan  Montealegre,  a 
leading  Santiago  lawyer, 
said  the  ruling  meant  Gen 
Pinochet  had  been  legally 
detained  in  London  and 
could  continue  under  deten- 
tion within  the  law. 

However,  he  described  It 
as  "a  scandal  that  crimes 
had  been  committed"  by  the 
military  government  after 
1988.  when  the  country  had 
already  voted  for  democratic 
elections  and  an  end  to  the 
dictatorship. 

“This  means  that  we  had  a 
government  that  was  so 
committed  to  torture  that 
there  were  cases  after  1988,” 
he  claimed. 

The  Santiago  Bolsa  (stock 
exchange)  fell  sharply  imme- 
diately after  the  verdict  but 
recovered  in  mid-day  trad- 
ing. 
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THE  AMERICAS 


Sharp  decline  in  US 
durable  goods  orders 
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By  Gautam  Malkani 
in  Washngton 


Orders  for  US  durable  goods 
recorded  their  biggest  drop 
in  seven  years  last  month, 
moderating  recent  indica- 
tions of  a pick-up  in  manu- 
facturing. 

The  5 per  cent  fall  to 
$191.8bn  in  February  marked 
the  first  decrease  since  Octo- 
ber, the  Commerce  Depart- 
ment said  yesterday.  Ana- 
lysts had  expected  a drop  of 
2-2.4  per  cent. 

The  largest  decrease  was 
recorded  by  the  volatile 
transport  sector,  down  14.3 
per  cent  to  $44.9bn,  led  by  an 
expected  fall  in  aircraft 
demand  following  a 13.5  per 
cent  rise  In  January.  A sur- 
prisingly big  drop  in  orders 
for  electronic  components 
pushed  the  electronic  equip- 
ment category  down  8.5  per 
cent  to  832bn. 

Excluding  transportation, 
new  orders  fell  1.7  per  cent, 
also  the  first  decline  since 
October. 


The  figures  followed  a sur- 
vey earlier  this  month  by 
the  National  Association  for 
Purchasing  Management, 
suggesting  that  factories 
long  held  back  by  weak- 
export  economies  were, 
showing  growth  after  eight 
months  of  decline.  . 

David  Greenlaw,  econo- 
mist at  Morgan  Stanley 
Dean  Witter,  said  falling 
demand  for  aircraft  reflected 
the  unwinding  of  previous 
increases  that  did  not  recur 
every  month.  But  be  was 
surprised  by  a fall  in  motor 
vehicle  orders  In  light  of 
recent  strong  sales. 

He  said  that  while  defence 
orders  fell  38  per  cent,  they 
were  expected  to  swing  the 
other  way  in  coming  months 
because  of  planned  increases 
in  military  spending. 

Dave  Huetber,  director  of 
economic  analysis  at  the 
National  Association  of  Man- 
ufacturers. also  suggested 
yesterday’s  data  did  not  nec- 
essarily point  to  a weaken- 
ing manufacturing  sector. 


“Unfilled  orders  are  a better 
gauge  of  future  production 
since  new  orders  can  be 
filled  out  of  existing  invento- 
ries." 

Unfined  orders  only  fell  0.4 
per  cent  in  February. 

Ian  Shepherdson,  chief  US 
economist  at  High  Fre- 
quency Economics,  said  the 
figure  should  not  be  read  as 
a sign  of  industrial  weak- 
ness. pointing  out  that  in  the 
three  months  to  February 
orders  rose  at- an  annualised 
rate  of  14  per  oent.  or  10  per 
cent  excluding  transporta- 
tion. 

The  Commerce  Depart- 
ment also  said  shipments  of 
durable  goods  fell  0.1  per 
cent  to  $194bn  in  February  - 
the  second  monthly  decrease 
following  seven  consecutive 
increases  last  year.  New 
orders  of  industrial  machin- 
ery and  equipment  were  also 
down  for  the  second  month, 
by  0.4  per  cent  to  $37.1bn. 
January’s  JL3  per  cent  rise  in 
new  orders  was  revised 
down  from  3J  per  cent 


US  stands  in  way  of 
global  accounts  rules 


Mexican  bank  chief  signals 
shake-up  for  battered  sector 

The  doors  to  foreign  institutions  may  also  be  opened  wider, 
write  Henry  Tricks,  Richard  Lapper  and  William  Dawkins 

M 


| exico's  central  bank 
governor  has  forecast 
i a shake-up  in  the 
country's  banking  sector 
this  year  and  said  that  a 
merger  between  the  two  big- 
gest banks  was  passible. 

Guillermo  Ortiz  said  in  an 
interview  with  the  Financial 
Tunes  this  week  that  foreign 
banks  might  also  step  up 
their  presence  in  Mexico, 
which  could  involve  the 
acquisition  of  stakes  in  Ban- 
comer  and  Banamex,  the  two 
leading  banks. 

That  would  be  a signifi- 
cant change  in  a country 
that  has  tagged  behind  other 
Latin  American  markets  in 
attracting  foreign  participa- 
tion as  their  economies 
develop.  Only  about  15  per 
cent  of  the  banking  system 
is  controlled  by  foreign 
banks,  compared  with  40  per 


cent  In  Argentina,  for  exam- 
ple. 

Referring  to  speculation 
that  Banamex  and  Banco naer 
were  in  preliminary  merger 
talks,  Mr  Ortiz  said:  “We 
have  bad  informal  notice 
that  there  may  be  that  inten- 
tion." 

He  also  forecast  a turn- 
round  In  overall  economic 
performance  in  Mexico  after 
a sharp  slowdown  in  the  last 
three  months  of  1998,  partly 
as  a result  of  stronger 
growth  in  the  US. 

"My  view  is  that  we  are 
already  beginning  to  see  an 
upturn,”  Mr  Ortiz  said.  “The 
economy  is  bottoming  out 
this  quarter." 

The  Mexican  economy  is 
widely  expected  to  be  one  of 
the  best  performing  in  Latin 
America  this  year,  but  its 
banks  are  still  recovering 


from  the  financial  crisis  of 
1995  and  are  among  the 
weakest  in  the  region. 

Mr  Ortiz  said  potential 
advantages  of  a merger 
would  be  “huge  cost  savings 
and  Increased  efficiency". 
On  the  other  hand  it  would 
give  one  bank  control  of 
about  40  per  rent  of  loans 
and  deposits  in  the  hanking 
system  and  might  be 
opposed  by  competition 
authorities. 

The  bank  governor  said  it 
would  be  a mistake  For 
authorities  to  decide 
whether  consolidation  in  the 
sector  should  come  from 
domestic  mergers  or  foreign 
takeovers.  But  he  said  It  was 
clear  that  “recomposition 
had  to  take  place.  We  obvi- 
ously need  to  strengthen  and 
capitalise  the  system  going 
forward." 


By  Richard  Waters  in  Hew  York 

The  final,  and  toughest, 
hurdle  in  efforts  to  produce 
a single  set  of  global 
accounting  rules  is  now  in 
sight  - namely,  persuading 
US  securities  regulators  to 
make  what  amounts  to  a 
giant  compromise  for  the 
sake  of  International  stan- 
dardisation. 

But  even  though  desirable 
in  principle,  this  may  still  be 
an  idea  ahead  of  its  time,  to 
judge  by  the  reactions  at  a 
conference  on  the  subject 
earlier  this  week,  attended 
by  many  US  accountants 
and  corporate  executives. 

The  US  Securities  and 
Exchange  Commission  has 
just  launched  a formal 
review  of  the  accounting 
rules  established  by  a global 
group,  the  International 
Accounting  Standards  Com- 
mittee (IASC).  The  US  and 
Canada  are  the  only  large 
countries  that  do  not  already 
allow  foreign  companies 
which  comply  with  the  IASC 


Mexican  banks  have 
staged  a sharp  recovery 
since  the  government  won 
congressional  agreement  in 
December  over  a proposed 
clean-up  of  some  S65bn  in 
bad  debts  run  up  since  1991 
In  addition,  sharp  falls  in 
interest  rates  in  the  last  two 
months  and  the  possibility  of 
stronger  than  expected  eco- 
nomic recovery  have  boosted 
prospects.  Share  prices  of 
leading  banks  have  doubled 
this  year. 

However,  banks  are  still 
lending  less  than  they  were 
in  1991,  forcing  big  business 
to  shop  abroad  for  loans.  Mr 
Ortiz  said  banks  bad  raised 
provisions  for  less  than  two- 
thirds  of  their  past-due  loan 
portfolio  compared  with  a 
target  of  100  per  cent,  and 
needed  fresh  capital  as  well 

As  part  of  the  bad-debt 
agreement  tn  December, 
Congress  scrapped  remain- 
ing restrictions  on  foreign 
ownership  of  Mexican  banks, 
turning  Banca  Serfin,  as  well 
as  Banco mer  and  Banamex. 
into  potential  takeover  tar- 
gets. 

North  American  and  Euro- 
pean, especially  Spanish, 
banks  have  steadily 


standards  to  raise  capital  in 
their  markets.  The  US 
insists  on  the  use  of  its 
GAAP  (generally  accepted 
accounting  principles)  - a 
body  of  rules  that  represent 
the  toughest  financial 
reporting  regime  in  the 
world. 

The  IASC  has  spent  the 
past  four  years  trying  to  pro- 
duce a set  of  rules  that  are 
tough  enough  to  change  the 
SEC's  mind. 

There  is  certainly  demand 
for  such  a move.  “Global 
standards  are  inevitable," 
Philip  Ameen,  comptroller  at 
General  Electric,  said  at  the 
conference  in  New  York  this 
week,  organised  by  the  Con- 
ference Board.  “We,  like 
ever;  multinational,  have  an 
incentive  and  we  will  cer- 
tainly embrace  them." 

The  question,  though,  is 
whether  the  SEC  is  ready  to 
see  things  this  way. 

The  international  stan- 
dards were  still  looser  than 
those  already  in  force  in  the 
US,  James  Leisenring,  vice- 


chairman  of  the  Financial 
Accounting  Standards 
Board,  said  after  addressing 
the  conference.  US  compa- 
nies would  object  to  allowing 
foreign  competitors  into 
their  domestic  financial  mar- 
ket on  easier  terms. 

Meanwhile,  with  the  US 
financial  markets  in  fine 
shape  - and  foreign  compa- 
nies rushing  to  raise  money 
in  New  York  - US  regulators 
have  little  incentive  to  make 
concessions.  In  addition,  the 
lack  of  harmonised  account- 
ing had  not  stopped  the  rest 
of  the  world  beating  a path 
to  the  US  markets,  said  Mr 
Ameen. 

Staff  members  of  the  SEC 
are  unwilling  to  prejudge  the 
outcome  of  their  review  of 
the  IASC  rules,  but  their 
comments  suggest  the  bar 
has  been  set  at  a high  level 

Nearly  half  of  the  interna- 
tional standards  had  yet  to 
come  into  force  and  so 
remained  untested,  said 
Mary  Tokar,  a senior  SEC 
accountant. 


GuHemte  Orfe  *We  a re  already  beginning  toman  upturn.  The 
economy  is  bottoming  out  this  quarter*  Associated  Press 


increased  participation  in 
Mexico’s  hanking  system  In 
recent  years,  far  less  than 
elsewhere  in  the  region. 

HSBC  of  the  UK  has  a 20 
per  cent  stake  in  Serfin; 
Spain’s  Banco  Bilbao  Viz- 
caya and  Santander  have 
their  own  Mexican  banks; 


*y\  in* 


and  Canadian  banks  have 
minority  stakes  in  Bancomer 
and  Serfin. 

The  US  has  moved  more 
slowly,  and  only  Citibank 
has  bought  a Mexican  sub- 
sidiary. Bank  of  America  is 
also  thought  to  be  interested 
in  a Mexican  acquisition. 
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funds 
warned 
of  curbs 


By  Richard  Woffle 
in  Washington  y 


The.  US  House  of  Repr 
resentatives  yesterday 
■warned”  it  would  consider 
direct  regulation  of  the 
hedge  fund  industry  if  mea- 
sures to  supervise  the  indus- 
try indirectly  - through  the 
banking  system  - failed. 

Members  of  the  House 
financial  institutions  - sub- 
committee urged  banks  to 
improve  their  scrutiny  of 
hedge  fund  risks  in  the  wake 
of  the  near-collapse  of 
Long-Term  • Capital  Manage- 
ment last  year. 

Marge  Roukema*  chair-' 
woman  of  the  committee; 
welcomed  bank  regulators’ 
efforts  to  step  up  their  super- 
vision of  bank  lending  to 
hedge  funds.  She-  -said: 
“Quite  frankly,  I think  indi- 
rect regulation,  through  reg- 
ulation -of  the.  banks  and 
securities  firms,  should  be 
given  an  opportunity  to 
work.  1 am  somewhat  wor- 
ried that  direct  regulation 
will  lead  to  hedge  funds 
going  offshore. 

“1  want  to  make  It  clear, 
however,  that- if  indirect  reg: 
ulation  does  not  work.  l am 
willing  to  look  at  the  direct 
regulation  of  hedge  funds.”  • 

The  warnings  yesterday 
follow  indications  from  influ- 
ential House  members  ear- 
lier this  month  that  they 
were  considering  a range  of 
measures  - from  new . legis- 
lation to  tighter  regulation  - 
to  tackle  the  risks  posed  by 

hedge  funds  to  the  interna- 
tional banking  system. 

However,  bank  regulators 
repeated  their  insistence  yes- 
terday that  any  efforts  to 
regulate  hedge  funds  would 
force  the  funds  to  move  off- 
shore. 

Instead,  William  McDon- 
ough, president  of  the  Fed- 
eral Reserve  Bank  of  New 
York,  urged  banks  to 
improve  their  analysis . of 
hedge  fund  operations. 
Hedge  funds’  activities  are 
largely  unsupervised.  How- 
ever, US  regulators  issued 
strict  guidelines  governing 
bank  dealings  with  them 
this  year. 


over 


By  Nancy  Dunne  in  Washington  \ 

Pressure  is  budding  on  the 
Clinton  administration  for  a ' 
one-time  waiver  of  sanctions . > 
against  Iran  to  allow  the 
sale  of  wheat,  maize,  sugar 
and  other  agricultural  prod- 
ucts worth  $500m  to  the  • 
country.  • 

The  US' Senate -this  week 
unanimously  passed  a reso- 


lution asking  the  administra- 
tion to  approve  the  sale.  Sen-  ’ 
a tor  Larry  Craig,  an  Idaho 
Republican  who  sponsored 
the  resolution  with  Senator 
Bjnron.Dorgan,  a Democrat, 
said:  “It  is  high  time  for  the 
administration  to  act.” 

Low  prices  aiid.  bad 
weather  are  driving  .many 
DS.  farmers  into  bankruptcy, 
and  Washington  is  searching 
for  ways  to  help  them.  At 
the  same  time  the  adminis- 
tration has  been  looking  for 
unobjectionable  ways  .-to 
improve  economic  relations 
with  Iran. 

Richard  Bliss,  president  of 
Niki  Trading  Company, 
which  secured  the  contract 
with  Iran,  said  he  expected., 
approval  in  the  next  two 
weeks. 

- Proposal  is  for  the  sale 
or  2m  tonnes  of  wheat, 
400,000  tonnes  each  of  maiye  • 
ami  sugar,  300,000  tonnes  of 
rice  and  “significant  quanti- 
ties”. of  soyabean ' oil  and 
meaL 

“This  would  be  a=  small 
step  on  both  sides’ to  try- to 
^bow  goodwill  in  a- costless 
way,"  said  Dan  Byman  of 
Rand  Corporation,  a.-US.  -‘ 
think  tank.’  However,. ’it 
cthild  not  be  assumed  ...that 
Iran’s  acceptance  of  the  H**?! 
indicated  a significant  policy 
shift. 

Meanwhile,  there  , were 
ether,  moves  yesterday  “on 
Capitol  Hill  to  reduce  the 
Impact  of  sanctions  imposed 
for  foreign  policy  purposes.  . 
Twenty-seven  senators, 
including  Trent  Lott,'  Senate 
majority  leader,'  announced 
Support  fOT  the  SanrtinWn " 

Process  Reform  Act,  which 

would  exclude  food  and  med- 
icine exports  from  the  US 
sanctions  arsenal. 
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China  ignites  battle 
over  mobile  phones 


A woman  speaks  on  her  mobile  phone  outside  a Shanghai  salon. 
China  is  the  biggest  and  fastest  growing  cellphone  market  Reuters 


By  James  Kynge  in  Beijing 

China's  plan  to  embrace 
CDMA,  the  mobile  telephony 
standard  created  by  the  US 
company  Qualcomm,  could 
prove  hugely  beneficial  to 
North  American  manufac- 
turers which  are  developing 
the  equipment. 

It  could  mean  a significant 
shift  in  the  balance  of  power 
in  digital  mobile  communi- 
cations away  from  Europe, 
where  Nokia  and  Ericsson 
and  Siemens  are  in  the  driv- 
ing seat,  and  towards  US 
manufacturers  such  as 
Lucent  and  Motorola. 

Looking  further  into  the 
ftihire.  it  could  have  a deci- 
sive influence  on  the  next 
generation  of  mobile  tele- 
phony equipment. 

China,  the  world’s  second 
largest  and  fastest  growing 
mobile  telephone  market,  is 
regarded  as  having  a crucial 
influence  over  which  techno- 
logical standard  - European 
or  US  - will  dominate  global 
mobile  telephony  in  the  next 
decade. 

Until  now.  it  has  been 
regarded  almost  as  certain 
that  Chinese  mobile  tele- 
phony would  contimnue  to 
be  based  on  GSM.  the  tech- 
nology champiuoned  by 
European  manufacturers 
such  as  Nokia  and  Ericsson. 

This  would  have  had  the 
effect  of  shutting -out  CDMA, 
the  rival  second  generation 


standard  developed  by  US 
companies  such  as  Motorola. 
Lucent  and  others.  However, 
the  US  manufacturers  have 
covered  their  bets  by  work- 
ing on  both  sets  of  technol- 
ogy. 

The  Chinese  decision, 
however,  not  only  opens  the 
door  to  sales  of  CDMA  in 
China  but  means  that  the 
next  generation  of  China's 
mobile  phones  could  be 
based  on  the  same  technol- 
ogy. 

China’s  plan  puts  CDMA 
back  on  the  agenda  for  third 
generation  standards  in 
China,”  said  Ken  Zita,  man- 
aging director  of  Network 
Dynamics  Associates,  a tele- 
coms investment  consultant 
in  New  York. 

As  such,  China's  decision 
to  embrace  CDMA  is  a dou- 
ble blow  for  the  Europeans. 
Their  dominance  of  the 
China  market,  in  which  vir- 
tually all  of  the  25m  sub- 
scribers use  GSM  phones, 
cannot  but  be  eroded  by  the 
introduction  of  a rival  - and 
incompatible  - system. 

Furthermore,  the  assidu- 
ous work  that  companies 
such  as  Ericsson  and  Nokia 
have  been  doing  to  coax 
China  into  chosing  a third 
generation  standard  compat- 
ible with  the  European 
WCDMA  standard  may  now 
be  undercut 

Michael  Ricks,  president  of 
Ericsson  China,  said  his 


company  had  been  conduct- 
ing Joint  trials  on  WCDMA 
with  China’s  ministry  of 
information  industry 
and  has  been  transfer!  ng 
mobile  standards  technol- 
ogy. He  added  that  the  trans- 
fer of  "product  technology  is 
certainly  something  we  will 
enter  into  with  the  Chinese". 

China  welcomes  the  trans- 
fer of  such  technology 
because  U may  then  be 
passed  on  to  several  "local 
champion"  manufacturers 
which.  Beijing  hopes,  will 
one  day  be  able  to  compete 
with  the  world's  best. 

The  roll-out  of  CDMA  in 
China  would  allow  Beijing  to 
pressure  US  manufacturers 
to  transfer  their  third  gener- 
ation technology  - CDMA 
2000  - in  the  same  way  as 
the  Europeans  are  doing,  a 
Chinese  telecoms  official 
said.  This  might  convince 
Beijing  to  opt  for  a standard 
compatible  either  to  US 
mobile  phones,  or  to  both 
European  and  US  technolo- 
gies. 

“The  Americans  would  be 
wise  to  transfer  their  CDMA- 
2000  technology.  It  can  only 
help  them  in  the  Chinese 
market,"  the  official  said. 

Telecoms  industry  ana- 
lysts said  that  a desire  to 
play  European  manufactur- 
ers off  against  their  US 
rivals  in  an  attempt  to  win 
technology  transfers  was 
probably  a key  motivation 


behind  the  planned  approval 
of  CDMA  in  China. 

However,  China  Unicom 
will  have  to  overcome  some 
considerable  hurdles  in 
establishing  its  planned 
CDMA  network,  analysts 
said.  A Unicom  official  said 
that  the  company's  plan  was 
to  rely  on  bank  credit  to 
finance  imports  of  US  equip- 
ment to  start  a CDMA  ser- 
vice in  several  dozen  Chi- 
nese cities  this  year, 
attracting  more  than  lm  cus- 
tomers by  the  year  end.  By 
2003,  the  company  hopes  to 
have  40m  subscribers  nation- 
wide. 

But  analysts  were  scepti- 
cal that  the  investment  nec- 
essary, estimated  at  more 


than  $10bn  by  2003,  could  be 
raised  by  bank  credit  alone. 
Foreign  investment  to  build 
CDMA  service  networks,  as 
well  as  foreign  knowhow  on 
how  to  run  them,  win  proba- 
bly be  crucial,  analysts  said. 

This  may  mean  that  China 
will  have  to  retreat  from  its 
current  moratorium  on 
direct  foreign  investment  in 
telecoms  services. 

Optimists  believe  that  it 
could  induce  Beijing  to  allow 
for  the  first  time  direct 
equity  participation  in  tele- 
coms services  - a break- 
through that  would  have  a 
significant  positive  Impact 
on  China’s  long-stalled  bid  to 
join  the  World  Trade  Organi- 
sation. 


THIRD  GENERATION  MOBILE  PHONES 

Hope  fades  for  single  global  standard 


By  Alan  Cane  in  London 


The  possibility  of  a single 
worldwide  standard  for  third 
generation  mobile  phones 
seems  to  have  faded  for  the 
moment,  condemning  sub- 
scribers to  years  of  using  dif- 
ferent phones  in  different 
countries  and  pushing  up 
research  and  manufacturing 
costs. 

The  radio  communications 
committee  of  the  Interna- 


tional Telecommunication 
Union  (ITU),  the  United 
Nations  organisation  with 
responsibility  for  global  tele- 
coms standards,  met  in  For- 
taleza, Brazil,  last  week  with 
the  object  of  setting  specifi- 
cations for  a single,  global 
standard  to  be  known  as 
IMT-2000. 

It  also  hoped  to  resolve  an 
argument  over  intellectual 
property  rights  between 
Qualcomm,  the  US  manufac- 


turer which  has  developed 
CDMA  technology  and  Erics- 
son, a leader  in  the  Euro- 
pean GSM  technology. 

The  indications  are,  how- 
ever, that  the  committee  has 
been  forced  to  accept  a com- 
promise solution  in  which 
three  separate  standards 
would  be  entertained: 
CDMA2000,  based  on  Qual- 
comm’s technology  and 
likely  to  be  used  chiefly  in 
the  US  - and  possibly  China. 


W-CDMA,  the  European- 
agreed  standard  known  as 
UMTS  which  will  be  used  in 
Europe  and  many  parts  of 
Asia  including  Japan,  and 
TDMA  (formerly  D-AMPS 
another  digital  standard), 
supported  by  chiefly  US 
groups  like  the  Universal 
Wireless  Communications 
Consortium. . 

It  seems  that  the  ITU  has 
now  turned  the  Family  of 
standards  back  to  the  manu- 


facturers for  implementa- 
tion. 

There  has  also  been  no 
resolution  of  the  quarrel 
between  Qualcomm  and 
Ericsson  which  turns  on  key 
patents  to  CDMA  technology 
- which  most  experts  accept 
can  have  a superior  perfor- 
mance to  the  de  facto  digital 
world  standard  GSM  - 
which  are  held  by  Qual- 
comm but  disputed  by  Erics- 
son. 


EU  on  course  to  impose 
aircraft  noise  measure 


By  Nell  Buckley  in  Brussels 


The  European  Union  appears 
on  course  to  adopt  a ban  on 
aircraft  fitted  with  engine 
mufflers  in  European  air- 
space. in  spite  of  last-minute 
requests  from  the  US  to  hold 
back. 

However,  there  were  sug- 
gestions yesterday  that 
transport  ministers  - due  to 
endorse  the  measure  next 
Monday  - might  postpone 
the  start  of  the  new  legisla- 
tion from  the  original 
planned  date  of  April  1. 

Both  the  EU  and  US  are 
anxious  to  prevent  the  issue 
from  escalating  into  another 
trade  row  following  the 
clashes  over  the  EU’s 
banana  regime,  and  ban  on 
imports  of  US  hormone- 
treated  beef.  The  US  Senate 
is  considering  plans  to  ban 
Concorde  flights  to  the  US 
from  the  UK  and  France  if 
the  EU  adopts  the  ban. 

The  EU  legislation  would 
freeze  aircraft  fitted  with 
mufflers  - or  “husbkits”  - 
registered  in  the  EU  as  of 
April  1.  and  would  ban  from 
April  2002  similar  aircraft 


registered  in  third  countries 
not  already  operating  before 
this  April 

The  15-nation  bloc  says 
older  aircraft  fitted  with 
hushkits  do  not  always  meet 
modem  noise  limits,  and  the 
elampdown  Is  an  environ- 
mental measure  designed  to 
reduce  noise  pollution 
around  crowded  European 
airports. 

The  US,  biggest  user  and 
producer  of  hushWt  technol- 
ogy, says  the  move  imposes 
a design  standard  not  based 
on  actual  performance,  and 
which  would  cause  unfair 
damage  to  its  airline  indus- 
try. 

Rodney  Slater,  US  secre- 
tary of  transportation.  Is 
touring  EU  capitals  urging 
transport  ministers  to  recon- 
sider. 

Speaking  in  Brussels  yes- 
terday after  meeting  the  Ger- 
man and  Belgian  transport 
ministers,  and  the  European 
Commission,  the  EU  execu- 
tive, Mr  Slater  said  he  hoped 
EU  ministers  would  at  least 
discuss  the  measure  on  Mon- 
day, rather  than  simply 
rubber-stamp  it  as  planned. 


Mr  Slater  was  due  to  meet 
the  French  minister  last 
night  and  travel  to  the  UK 
today. 

The  US  transportation  sec- 
retary has  offered  to  work 
closely  with  the  EU  on 
speeding  up  efforts  to  adopt 
a new.  tougher  international 
standard  on  aircraft  noise, 
through  the  International 
Civil  Aviation  Organisation, 
as  a way  of  defusing  the 
row. 

He  warned  yesterday  that 
if  the  EU  went  ahead  with 
its  proposed  elampdown.  it 
would  be  more  difficult  to 
persuade  US  industry  to 
back  new  international  stan- 
dards. 

The  European  Commis- 
sion. which  drew  up  the 
measure  - so  far  backed  by 
the  European  Parliament 
and  EU  ministers  - said  yes- 
terday it  still  expected  the 
ban  to  be  adopted  on  Mon- 
day. 

“Our  understanding  is 
that  it  will  be  endorsed  on 
March  29.”  said  one  official. 
“But  member  states  make 
the  law,  so  until  Monday, 
who  knows?” 


Cosmetics  makers  to 
limit  testing  on  animals 


By  John  Wfltman, 

Consumer  Industries  Eifitor 

Europe's  cosmetics 
manufacturers  are  to  stop 
using  animals  in  tests  on 
their  flnishnH  products  and 
in  most  tests  on  Ingredients 
to  head  off  the  threat  of  an 
EU  ban  on  such  tests. 

The  ban  - originally 
planned  for  1998  - has 
already  been  delayed  once  in 
the  absence  of  agreed  alter- 
natives to  animal  testing 
which  could  guarantee  con- 
sumer safety.  It  is  now  due 
to  come  into  effect  from 
July  1 2000,  subject  to  a 
review  of  its  feasibility  by 
the  European  Commission 
before  the  end  of  this  year. 

The  Commission  says  it 
expects  to  complete  the 
review  by  then,  and  that  the 
decision  to  end  much  of  the 


animal  testing  will  make  It 
easier  to  win  support  for  a 
second  postponement 

“We  want  to  be  as  restric- 
tive as  possible  on  animal 
testing,”  the  Commission 
said.  “But  if  other  methods 
are  not  available  we  cannot 
replace  animal  testing  with 
testing  on  humans.” 

However  Colipa,  the  indus- 
try's European  trade  associa- 
tion. is  concerned  that  the 
review  could  be  a casualty  of 
last  week's  resignation  of 
the  Commissioners,  leaving 
uncertainty  over  a ban  with 
serious  implications  for  the 
Industry. 

"To  guarantee  safety  with- 
out animal  experiments  on 
the  final  products  is  a major 
milestone,”  said  David 
Clark,  chairman  of  Colipq’s 
committee  on  alternatives  to 
animal  testing.  “But  we 


can’t  yet  guarantee  con- 
sumer safety  without  some 
animal  tests  on  ingredients.” 

From  the  end  of  the  year. 
Colipa  members  - some 
2£00  manufacturers  employ- 
ing mare  than  500.000  people 
- Will  no  longer  use  animals 
for  testing  the  safety  of  their 
finished  products.  These 
include  toiletries  such  as 
shampoo,  toothpaste  and 
deodorants  as  well  as  con- 
ventional cosmetics  and  sun 
screens. 

They  will  also  stop  using 
animals  in  four  of  the  six 
biggest  classes  of  tests  on 
ingredients,  including  those 
for  skin  irritation  and  skin 
penetration.  These  will  be 
replaced  with  alternative 
product  safety  checks  based 
on  new  technologies,  com- 
puter simulations  and  the 
use  of  databases. 
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OR  THE  FUTURE  TAKING  ROOT? 


Shell  is  ploying  a major  part  in  the  move  from  oil  Id  gas, 
and  now  we're  planting  the  seeds  of  renewable  energy  with 
Shell  International  Renewables,  a new  business  committed 
to  making  renewable  energy  commercially  viable.  In 
Uruguay  we're  exploring  the  great  potential  of  'biomass* 
energy  from  fast-growing  forests.  And  we're  developing 
biomass- fuelled  plants  in  the  South  Pacific  to  bring  electricity 
to  remote  areas.  IPs  part  of  our  commitment  to  sustainable 
development,  balancing  economic  progress  with 
environmental  care  and  socks!  responsibility.  In  2050,  half 
the  world  could  be  powered  by  renewable  energy,  so  we're 
focusing  our  energies  on  developing  these  new  solutions. 
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FUNDING  BY  COMPANIES  SHAREHOLDER  APPROVAL  WOULD  BE  REQUIRED  UNDER  PROPOSALS  TO  BE  OUTLINED  TODAY 


Law  on  political  donations  to  be  tougher 


By  David  Wrghton, 

Poetical  Correspondent 

Companies  would  be 
required  to  secure  share- 
holder approval  for  political 
party  donations  under  gov- 
ernment proposals  to  be 
announced  today. 

Stephen  Byers,  chief 
industry  minister,  will  signal 
bis  support  for  a change  in 
the  law  as  part  of  his  drive 
to  increase  shareholder 
involvement  in  corporate 
policymaking. 

The  move  is  expected  to 
lead  to  a further  decline  in 


political  donations  by  com- 
panies. This  would  hit  the 
stretched  finances  of  the 
Conservatives,  the  biggest 
opposition  party-  and  a tradi- 
tional heavy  recipient  of 
company  donations. 

Existing  regulations  allow 
directors  to  make  political 
donations  without  reference 
to  shareholders,  although 
the  amounts  must  be 
recorded  in  annual  reports. 

The  few  companies  that 
have  put  proposed  donations 
to  shareholder  votes  have 
encountered  significant 
opposition.  Stuart  Bell, 


research  director  of  PERC, 
the  corporate  governance 
consultancy,  said  opposition 
had  run  as  high  as  30  to  40 
per  cent.  "There  haven’t 
been  many  votes  but  they 
have  attracted  far  higher 
levels  of  opposition  and 
abstention  than  virtually 
any  other  resolutions."  he 
said. 

Mr  Bell  said  a number  of 
big  institutional  investors 
were  opposed  to  political 
donations  in  principle  and 
the  government's  move 
would  lead  to  a further 
decline  in  corporate  funding. 


Donations  have  been  fall- 
ing for  years  because  of 
increased  shareholder  con- 
cern about  the  appropriate- 
ness of  trying  to  Influence 
the  political  process.  The 
trend  has  made  the  Conser- 
vative party  more  dependent 
on  funds  from  rich  individu- 
als and  party  members. 

The  report  on  political 
party  funding  by  the  Neill 
committee  on  standards  in 
public  life  last  year  recom- 
mended that  companies  be 
required  to  obtain  prior 
approval  for  donations  and 
that  all  forms  of  political 


sponsorship  be  declared  in 
annual  reports.  Only  cash 
payments  have  to  be 
recorded  at  present 

Mr  Byers  is  expected  to 
propose  that  boards  be 
required  to  gain  permission 
from  shareholders  at  least 
once  every  four  years  at 
company  annual  meetings. 

The  proposals  are  expected 
to  suggest  that  directors  of 
companies  that  fail  to  obtain 
approval  could  be  forced  to 
repay  any  donations  from 
their  own  pockets. 

• The  government's  mini- 
mum funding  requirement 


was  branded  a failure  yester- 
day by  the  National  Associa- 
tion of  Pension  Funds,  which 
called  for  it  to  be  abolished* 
Jane  Martinson  writes 
Peter  Murray,  association 
riiairman,  said  the  solvency 
standard  would  damage  pen- 
sion funds  by  requiring  them 
to  hold  more  lower  yielding 
assets,  such  as  bond is,  than 
was  necessary. 

The  requirement,  which 
forces  pension  funds  to 
match  their  liabilities  to 
their  assets,  has  been 
heavily  criticised  since  it 
was  introduced  in  1995. 


capital  hijacks 
market  for 
airline  call 
centres 

Sathnam  Sanghera 
and  Bertrand  Benoit 

report  on  London's 
cosmopolitan  skills  base 

London  is  increasingly 
recognised  as  the  lan- 
guage skills  capital  of 
Europe,  despite  the  UK's 
long-standing  reputation  for 
linguistic  inability. 

Today’s  announcement 
from  Air  France  that  it  will 
gather  nine  European  sales 
centres  into  a call  centre  in 
London  is  the  latest  in  a 
series  of  pan-continental 
consolidations  by  airlines  in 
the  capital. 

Companies  such  as  Air 
France,  Delta  Airlines  and 
TWA  are  becoming  aware  of 
the  wealth  of  language  skills 
in  London,  which  bas  33  resi- 
dent communities  of  more 
than  10,000  people  born  out- 
side the  UK.  When  one  site 
has  such  a range  of  lan- 
guages there  seems  little  rea- 
son to  run  a network  of  cen- 
tres across  Europe. 

Air  France's  other  centres 
- in  cities  including  Brus- 
sels, Rome  and  Frankfurt  - 
will  have  dosed  by  the  time 
the  London  site  is  fully  oper- 
ational in  April  2000.  Subse- 
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quently.  a caller  from  Barce- 
lona booking  a ticket  to 
Paris  will  be  put  through  to 
London  where  a Catalan 
speaker  will  deal  with  their 
enquiry.  Customers  should 
have  no  idea  that  calls  are 
being  dealt  with  outside 
their  home  country. 

Frederic  Verdier.  who  will 
run  the  new  sales  centre  in 
the  London  suburb  of  Wem- 
bley. saj^s  Air  France  chose 
London  from  a shortlist  of 
three  European  cities.  “Lon- 
don is  probably  one  of  the 
most  cosmopolitan  cities  in 
Europe  and  is  ideal  for  the 
recruitment  of  multilingual 
staff,”  he  explains. 

TWA  and  Delta  Airlines 
already  have  European  call 
centres  in  London.  The  TWA 
operation  takes  enquiries 
from  the  UK  and  France  but 
there  are  plans  to  expand  it. 
Delta  was  one  of  the  first 
companies  to  consolidate  in 
London.  Its  call  centre  has 
doubled  in  size  since  it 
opened  in  1996  and  now  han- 


dles 1.2m  calls  a year  in 
more  than  10  languages.  The 
consolidation  is  continuing 
and  80  German  speakers 
have  recently  been  taken  on 
to  compensate  for  the  immi- 
nent closure  its  Frankfurt 
centre. 

“We  bad  no  difficulties  in 
recruiting  London  staff 
equipped  with  language 


only  native  speakers  could 
provide  the  level  of  commu- 
nication skills  required. 

Steve  Shacklock,  a direc- 
tor of  Euro  London  Appoint- 
ments, a consultancy  spe- 
cialising in  recruiting 
professional  multilingual 
staff,  says  London  provides 
“endless"  linguistic  talent. 
“We  are  now  even  supplying 


London  has  33  resident  communities 
of  more  than  10,000  people  who 
were  bom  outside  the  UK 


skills  of  a mother-tongue 
standard  for  each  of  the  13 
European  countries  that  Del- 
ta's London  call  centre  now 
represents."  says  the  airline. 

Delta  chose  to  locate  in 
London  after  considering 
sites  in  the  Republic  of 
Ireland  and  the  Netherlands. 
Ireland  had  a good  supply  of 
graduates  but  Delta  felt  that 


language  speakers  to  Dublin 
and  Amsterdam  from  Lon- 
don. which  are  traditionally 
regarded  as  being  hotbeds 
for  language  skills.''  he  says. 

The  UK  now  has  about  100 
substantial  pan-European 
call  centres,  according  to  a 
1998  survey  by  Mitial.  This  is 
more  than  the  Benelux  coun- 
tries. where  citizens  typi- 


UK  fretand 

Netfieriaflds  Belgium 


cally  speak  more  than  one 
language. 

“There's  not  a language 
under  the  sun  that  can’t  be 
sourced  in  London,"  said 
Sara  Barclay  Hudson,  a 
director  of  London-based  7C, 
a provider  of  out-sourced 
multilingual  call  centre  ser- 
vices for  companies  such  as 
AT  & T.  “There's  no  question 
about  it  In  terms  of  quality, 
diversity  and  availability, 
the  language  skills  available 
in  London  are  better  than 
anywhere  else  in  the  world." 

French  trade-union  offi- 
cials are  sceptical  about  the 
claim  that  London  was  cho- 
sen by  Air  France  for  .its 
pool  of  linguistic  skills. 
“Britain  was  not  picked  by 
accident."  says  Bernard  Bou 
lineau.  an  official  of  the  Con- 
federation General  e du  Tra- 
vail. Air  France's  most 
powerful  union  for  ground 
personnel.  "The  London  call 
centre  has  been  created  in 
order  to  cut  wage  costs  at 
the  group  level." 


Strong  pound  pushes  trade  deficit  to  record 


By  Christopher  Adams, 
Economics  Staff 

The  UK's  trade  deficit  with 
the  rest  of  tbe  world  has 
swelled  to  a monthly  record 
owing  to  slower  economic 
growth  in  Europe  and  the 
effect  of  sterling's  continued 
strength  on  exports. 

Official  figures  showed 
that  the  global  trade  in 
goods  deficit  rose  from 
£2J24bn  to  £2£3bn  (*l.6bn)  in 
January,  its  highest  yet. 
Analysts  said  the  widening 
trade  gap  strengthened  the 
case  for  further  cuts  in  inter- 


est rates  by  the  Bank  of 
England,  tbe  UK  central 
bank. 

Brian  Wilson,  trade  minis- 
ter. blamed  the  global  eco- 
nomic slowdown  for  manu- 
facturers' problems,  and  the 
collapse  of  markets  in  south- 
east Asia  in  particular. 

The  deterioration  in  the 
balance  of  trade  was  broadly 
based  across  different  com- 
modity groups  and  regions. 
Unlike  previous  months, 
though,  there  was  a sharp 
fall  in  exports  to  the  Euro- 
pean Union,  suggesting  that 
the  pound’s  sustained  gains 


against  the  German  mark 
and.  more  recently,  the  euro, 
has  begun  to  hurt  UK  manu- 
facturers in  their  biggest 
overseas  market 

Excluding  oil  and  erratic 
items,  volumes  to  EU  coun- 
tries fell  by  3.3  per  cent  in 
January,  a sharp  drop  in 
exports  to  Germany  account- 
ing for  much  of  the  deterio- 
ration. Including  imports, 
the  balance  fell  from  a defi- 
cit of  £528m  to  £684m. 

“Given  that  the  lion's 
share  of  sterling’s  apprecia- 
tion over  the  last  two  years 
has  been  against  the  euro- 


zone. the  resilience  of  the 
UK’s  export  performance  to 
the  EU  has  been  surprising. 
The  trend  in  volumes  now 
appears  to  have  weakened," 
said  Richard  Dey,  economist 
at  ABN  Amro. 

The  Office  for  National 
Statistics  said  the  figures 
painted  to  a further  widen- 
ing of  the  overall  deficit. 

“The  pound  is  still  too 
high  for  the  export  sector." 
said  Michael  Saunders,  econ- 
omist at  Salomon  Smith  Bar- 
ney Citibank.  “Tbe  exchange 
rate  has  weakened  competi- 
tiveness and  net  trade  is  a 


big  drag  on  GDP  growth." 

The  latest  figures  would 
exert  greater  pressure  on  the 
Bank  of  England  to  cut 
interest  rates  from  5.5  per 
cent,  he  said. 

As  exports  continued  to 
fall,  manufacturers  would  be 
forced  to  cut  output  and 
investment  further,  sucking 
inflationary  pressures  out  of 
tbe  economy. 

But  while  the  non-EU 
trade  balance  also  fell  in 
January,  yesterday’s  figures 
showed  an  Improvement  last 
month,  tbe  deficit  shrinking 
from  £2.1bn  to  £1.7bn. 


Artists  line  up  to  lobby  for  more  funding 


By  Antony  Tbomcroft  in  London 

The  Shadow  Arts  Council, 
set  up  to  lobby  the  Arts 
Council  of  England,  was 
launched  yesterday  by  Sir 
Peter  Hall  with  the  support 
of  more  than  100  artists,  act- 
ors, writers  and  directors. 

Sir  Peter,  doyen  of  theatre 
and  opera  directors,  said  the 
aim  was  to  point  out  the  gap 
“between  tbe  words  and 
deeds  of  the  government". 
The  Arts  Council  dispenses 
state  subsidies  to  the  arts. 


Tbe  former  director  of  the 
National  Theatre  and  Royal 
Sbakespeare  Company  said 
more  than  ball  the  regional 
theatres  in  England  were  on 
“standstill"  grants  and  many 
faced  closure.  Tbe  Arts 
Council  seemed  more  con- 
cerned with  business  effi- 
ciency than  making  a case 
for  tbe  arts,  be  added. 

The  shadow  council  - 
whose  deputy  chairman  are 
Norman  Rosenthal  of  the 
Royal  Academy  and  John 
Tusa  of  the  Barbican  centre 


in  London  - would  make  its 
members  available  for  com- 
ment on  arts  issues.  Support- 
ers include  Sir  Tom  Stop- 
pard, Harold  Pinter  and  Sir 
Alan  Ayckbourn,  the  play- 
wrights. and  Dame  Judi 
Dench,  the  actress  who  has 
just  won  an  Oscar  for  her 
brief  role  as  Queen  Elizabeth 
I in  Shakespeare  m Love. 

The  main  aims  of  the  body 
are  to  provide  a voice  for  the 
arts,  urge  the  government  to 
double  arts  funding  and 
introduce  more  artists  into 


subsidy-giving  bodies  that,  it 
believes,  have  recently  fallen 
under  tbe  control  of  bureau- 
crats. 

The  shadow-  council  bas  no 
money  but  commands  influ- 
ential voices. 

Alan  Howarth,  the  arts 
minister,  was  quick  to  rebut 
Sir  Peter’s  charges.  "We  wel- 
come a serious  debate  about 
the  arts  but  there  is  a risk 
that  it  will  degenerate  into  a 
litany  of  moans  and  com- 
plaints. The  arts  has  Just 
had  the  biggest  uplift  in 


grants  for  a generation  and 
the  Arts  Council  has  been 
halved  in  size  to  reduce  the 
money  spent  on  bureau- 
cracy.” 

• Antonio  Pappano  was  con- 
firmed yesterday  as  music 
director  of  the  Royal  Opera 
House.  C-ovent  Garden,  to 
take  over  from  Bernard  Halt- 
ink  for  the  2002-03  season. 
Mr  Pappano,  39.  is  British- 
j born  of  Italian  parents.  He 
is  currently  music  director 
of  tbe  Monnaie  opera  bouse 
in  Brussels. 


Receivers 
called  in 
at  another 
debt-hit 
soccer  club 

By  Patrick  Harvereon  In  London 


The  financial  crisis  in  the 
lower  reaches  of  professional 
soccer  claimed  another  vic- 
tim yesterday  when  Second 
Division  Luton  Town  was 
forced  into  receivership  with 
debts  of  about  £3m  (SL9m). 

Luton  is  the  fourth  club  to 
call  in  insolvency  practitio- 
ners this  season,  joining 
Crystal  Palace.  Portsmouth 
and  Chester  City  at  the  bot- 
tom of  the  game's  financial 
league  table.  All  have  strug- 
gled to  stem  losses.unable  to 
generate  sufficient  revenue 
to  cover  rising  costs,  particu- 
larly player  wages. 

Luton  appointed  accoun- 
tancy firm  Buchler  Phillips 
as  receivers  after  David  Koh- 
ler. the  club  chairman,  was 
unable  to  agree  to  sell  his 
majority  stake  to  fellow 
directors. 

Mr  Kohler  decided  to  leave 
the  club  after  Luton  failed  to 
win  government  planning 
permission  for  a new  sta- 
dium. Last  year,  Luton  lost 
almost  £lm  on  turnover  of 
£4 .2m. 

Judging  from  other  recent 
receiverships.  Buchler 
Phillips  is  likely  to  put  some 
of  the  team's  players  up  for 
sale. 

Soccer  has  a history  of 
financial  difficulties  but  tbe 
recent  failures  are  unprece- 
dented and  highlight  the 
growing  pressure  on  clubs. 

The  main  problem  has 
been  the  inability  of  clubs  to 
control  player  wage 
increases,  or  at  least  raise 
revenues  to  keep  pace  with 
them.  The  problem  is  exacer- 
bated when,  as  in  the  case  of 
Crystal  Palace,  the  club 
spends  heavily  on  players  in 
an  ultimately  unsuccessful 
attempt  to  win  promotion  to 
a higher  division. 

Tom  Burton  of  Kidsons 
Impey.  the  accountants  act- 
ing as  administrators  at 
Portsmouth,  said  of  the 
club's  predicament:  “The 
huge  problem  is  that  First 
Division  incomes  do  not  sus- 
tain the  current  level  of 
First  Division  player  wages." 

Since  arriving  at  Ports- 
mouth. be  has  sold  or 
released  on  loan  seven  play- 
ers, reducing  the  monthly 
wage  bill  of  £300.000  by 
£30,000.  Other  measures 
have  helped  reduce  losses 
from  £35.000  to  £10,000  a 
week,  but  the  club  still  has 
debts  of  £7m. 

The  club  in  the  worst 
situation  is  Crystal  Palace. 
Since  it  was  acquired  by 
Mark  Goldberg,  a computer 
industry  tycoon,  for  £23m 
last  year,  the  dab's  financial 
position  bas  steadily 
worsened.  It  has  debts  of 
£9m  and  is  losing  £500,000  a 
month. 


NEWS  DIGEST 

PRIVATISED  INDUSTRIES  


$44bn  rail  infrastructure 
spending  to  be  unveiled 

Raiitrack,  the  privatised  owner  of  most  ofthe 
infrastructure,  wifi  today  unveil  a £27bn  spendMg 

programme  for  the  next  10  years.™® 

S^ptenned.  Raiitrack  has  responded 

the  gowrrmwnt,  rail  regulator  and  “ ' 

tries  to  boost  its  investments.  But  it  still  faces  cntocism  for 

not  doing  enough  to  increase  capacity.  ... 

Raiitrack  Is  expected  to  announce  details  ^Pjansto 
upgrade  the  east  coast  main  line  beS^^lLond“l(ft  ^ 
Edinburgh  for  an  estimated  £1bn,  a £150m  upgrade  of  tire 
LondorhGatwick  Airport-Brighton  fine  aid  inpmmrt  to 
regional  airport  connections.  The  Rail  FreJgM  Group  sad  it 
wanted  more  Information  so  it  could  judge  whether  there 
was  a long-term  plan  to  accommodate  growing  freigm 
traffic. 

At  present  rates  of  growth  the  number  of  freight  trains 
will  double  over  10  years.  Charles  Batchelor,  London 

PARLIAMENTARY  STANDARDS 


Former  prime  minister  rebuked 

Sir  Edward  Heath,  the  Conservative  former  prime  minister, 
was  yesterday  rebuked  by  the  House  of  Commons  com- 
mittee on  standards  and  privileges  for  failing  to  declare 
work  as  a paid  consultant  - despite  advice  from  the  par- 
liamentary standards  commissioner.  Sir  Edward  was  a 
paid  adviser  to  the  China  Ocean  Shipping  Company  and 
to  China  investment  funds  run  by  Dresdner  Klein  wort  Ben- 
son and  Commercial  General  Union,  the  merchant  banks. 
The  committee  dismissed  Sir  Ed  wand's  explanation,  that 
his  fa&Jre  to  register  the  work  was  a result  of  a misunder- 
standing. The  rules  say  MPs  should  register  any  pecuniary 
interest  that  might  reasonably  be  thought  by  others  to 
nfluence  their  actions  in  parliament.  Sir  Edward  expressed 
his  regret  to  the  committee.  Rosemary  Bennett,  London 


MEDICAL  INSURANCE 


Consultant  warns  employers 

Employer-sponsored  medical  insurance  schemes  - and 
the  health  insurance  industry  - will  be  significantly  hit  by 
the  government's  spending  plans  announced  this  month, 
William  Mercer,  the  international  benefit  consultants, 
warned  yesterday-  The  cost  to  employers  is  likely  to  rise 
by  22  per  cent  this  year,  more  than  seven  times  the  rate  of 
inflation,  said  Steve  Clements,  a senior  consultant  with  the 
company.  “Many  employers  will  be  forced  to  review  their 
current  arrangements,  which  could  result  in  lower  benefits 
or  a US-styie  sharing  of  costs  with  scheme  members,"  he 
said.  Under  a personal  plan,  the  typical  £250  premium 
paid  by  an  employer  could  double  for  a 35-year-old  and 
triple  for  a 50-year-old  with  pre-existing  conditions 
excluded.  Nicholas  Timmins,  London 


VEHICLE  TAXES 


Local  authority  looks  overseas 

(tent  County  Council,  a municipal  authority  in  south-east 
England,  may  become  the  first  local  authority  to  register 
vehicles  abroad  to  escape  high  UK  taxes  and  fuel  duties. 
The  council  said  rules  requiring  it  to  obtain  the  best  value 
for  taxpayers  may  also  oiklge  it  to  save  money  by  buying 
new  vehicles  outside  the  UK.  Other  authorities  are  inter- 
ested in  making  savings  on  their  fleets  but  will  await  the 
outcome  of  Kent’s  experience,  the  Local  Government 
Association  said.  The  council  has  struck  up  an  informal 
alliance  with  focal  hauliers  to  share  information  on  “flag- 
ging ouT  part  of  its  fleet.  The  hauliers,  who  operate  about 
1,000  trucks,  are  also  considering  moving  their  vehicle 
registrations  to  other  countries  to  escape  the  sharp  rise  in 
excise  duty  imposed  an  this  month’s  national  budget 
plans.  Charles  Batchelor,  London 


ARMED  FORCES 

Loyalty  bonuses  to  be  offered 
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Ministers  are  planning  to 
pay  loyalty  bonuses  to 
members  of  the  armed 
forces  in  an  attempt  to 
make  up  the  shortfall  In 
numbers.  The  Kosovo  crisis 
and  the  stationing  of  thou- 
sands of  British  troops  in 
the  Balkans  has  highlighted 
the  problem.  The  British 
army  is  now  heavily 
deployed  in  Bosnia,  on 
peacekeeping  duties,  and  in 
Macedonia,  on  the  border 
with  Kosovo.  It  is  also  sta- 
tioned in  Brunei,  Cyprus, 
Germany,  the  Faiklands  and 
Northern  Ireland.  There  is  a 
problem  with  retention  in 
the  armed  forces,"  said  a 
government  official.  "We  are 
determined  to  address  the  issue."  The  army  is  suffering 
from  a persistent  shortfall  in  personnel:  it  currently  has 
109,000  servicemen.  Its  target  is  1 14,000.  Loyalty  bonuses 
have  been  offered  in  the  past  especially  in  times  of  low 
unemployment  George  Parker,  London 


N Ireland  body 
proceed 


By  John  Murray  Brown 
In  Dufafin 

Mo  Mowlam,  the  chief 
Northern  Ireland  minister  in 
the  UK  government,  yester- 
day indicated  she  planned  to 
push  ahead  with  formation 
of  the  region's  new  power- 
sharing  administration  on 
Good  Friday,  the  first  anni- 
versary of  the  peace  agree- 
ment, despite  the  continuing 
row  over  paramilitary  arms. 

But  in  a sign  of  the  deep- 
ening crisis,  Tony  Blair,  the 
prime  minister,  gave  the 
broadest  hint  that  he  might 
have  to  become  directly 
involved. 

The  Ulster  Unionist  partv, 
the  largest  pro-British  party 
in  Northern  Ireland,  is  refus- 
ing to  sit  in  cabinet  with 
Sinn  Fein  until  the  Irish 
Republican  Army,  its  politi- 
cal wing,  starts  to  disarm. 


Speaking  in  Berlin  at  the 
summit  of  European  Union 
leaders,  Mr  Blair  said: 
“What  we  are  trying  to 
do,  and  will  do  with 
increasing  urgency  over  the 
new  few  days,  is  to  try  and 

find  a way  of  making  sure 
that  the  whole  of  the  agree- 
ment is  implemented." 

The  government's  appar- 
ent determination  to  push 
ahead  with  the  formation  of 
the  executive  comes  amid 
signs  of  a new  challenge  to 
David  Trimble,  tbe  Ulster 
Unionist  leader  and  the 
region’s  first  minister.  A 
coalition  of  anti-agreement 
unionists  yesterday  said  it 
was  seeking  support  for  a 
motion  to  exclude  Sinn  Fein 
from  holding  ministerial 
office  m the  new’  administra- 
tion. 

The  challenge  to  tbe 
unionist  leadership  comes  as 


Low-income  society  faces  economic  reform 
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A new  administration  will  give  the  region  a 
chance  to  break  out  of  its  cycle  of 
dependency.  John  Murray  Brown  reports 


Mo  Mowlam  indicated  she 
plans  to  push  ahead 

details  emerged  of  a police 
report  into  allegations  of 
harassment  by  the  Royal 
Ulster  Constabulary,  the 
Northern  Ireland  police 
force,  against  Rosemary  Nel- 
son. the  nationalist  lawyer 
killed  in  a car  bomb  attack 
last  week, 

Ronnie  Flanagan,  the  RUC 
chief  constable,  yesterday 
rejected  nationalist  calls 
that  the  investigation  into 
her  death  be  handled  by  an 
outside  police  service. 


The  head  of  the  most 
powerful  spending  ministry 
in  the  new  Northern  Ireland 
administration  is  likely  to  be 
Reg  Empey,  a former  lord 
mayor  of  Belfast  and  senior 
figure  In  the  pro-British 
Ulster  Unionist  party. 

Assuming  the  administra- 
tion is  set  up  as  planned,  it 
is  thought  probable  that  he 
will  be  minister  for  enter- 
prise, trade  and  investment 

Key  budget  powers  will  be 
retained  by  tbe  first  and  dep- 
uty first  ministers,  in  the 
so-called  economic  policy 
unit.  But  Mr  Empey  looks 
set  to  head  the  department 
in  charge  of  foreign  invest- 
ment promotion,  the  sub- 
stantial tourism  budget  and 
the  critical  area  of  utility 
regulation- 

The  economy  he  would 
inherit  is  a mixed  bag.  The 


region  has  low  per  capita 
GDP,  low  family  incomes, 
low  wage  levels  and  high 
levels  of  deprivation.  It  also 
has  the  highest  birthrate  of 
any  European  region  and  an 
expanding  labour  market. 

Even  though  unemploy- 
ment has  fallen  - and  is  now 
at  6.7  per  cent,  according  to 
tbe  international  Labour 
Organisation  - the  differen- 
tial with  the  UK  as  a whole 
is  increasing.  Moreover,  the 
structure  of  the  region's 
industry  is  skewed  in  favour 
of  low  technology  industries 
with  low  levels  of  research 
and  development. 

David  Trimble,  tbe  first 
minister  and  Ulster  Unionist 
leader,  has  voiced  doubts  as 
to  whether  the  £isom 
(5244 m)  currently  used  to 
support  industry  is  money 
well  spent. 


A shake-up  in  inward 
investment  policy  seems 
likely.  The  strategy  of  target- 
ing areas  of  most  need  - 
which  had  a clear  political 
motivation  given  that  the 

nationalist  community  suf- 
fers much  higher  unemploy- 
ment rates  - may  be  recon- 
sidered by  Mr  Empey. 

But  as  Tuesday’s  strategy 
document  from  the  UK  gov- 
ernment pointed  out  - and 
most  business  people  would 
concede  - Northern  Ireland 
needs  to  break  out  of  its 
cycle  of  dependency.  Govern- 
ment assistance,  substan- 
tially higher  than  in  other 
UK  regions,  is  likely  to  fall 
Ministers  suggest  any  cut  in 
public  expenditure  could  be 
compensated  for  through  fis- 
cal assistance. 

Some  economists  believe 
Northern  Ireland  has  turned 
a corner.  The  region  lost 
jobs  in  the  1970s  and  1980s. 
Manufacturing  output  is 
now  rising  fester  than  tbe 
UK  mainland,  ahead  of  the 


increase  of  manufacturing 
employment,  suggesting  pro- 
ductivity is  improving.  The 
workforce  tends  to  be  more 
skilled,  with  45  per  cent  of 
school  leavers  going  on  to 
third  level  education.  This  is 
against  33  per  cent  in  the  UK 
as  a whole. 

But  the  high  birth  rate, 
and  a labour  force  set  to 
grow  until  2020.  means  the 
economy  "will  have  to  ped- 
dle a lot  harder"  just  to  pro- 
vide the  jobs. 

Mr  Empey 's  immediate 
concern  will  be  to  keep  a lid 
on  spending.  Unionists  are 
adamant  that  the  decision  to 
create  10  ministries  should 
be  “revenue  neutral".  Any 
new  costs  should  be  covered 
by  re-allocating  from  exist- 
ing programmes. 

The  quangos  - state-ap- 
pointed committees  in  sec- 
tors ranging  from  healthcare 
to  investment  promotion  - 
could  provide  some  savings 
Colin  Knox,  of  Ulster  Univer- 
sity. estimates  50  per  cent  of 


the  total  budget  is  adminis- 
tered through  quangos, 
which  all  parties  agree 
should  be  scrapped. 

Competitiveness  will  also 
be  a key  concern. 

The  UK  government's 
Northern  Ireland  Office  has 
proposed  lowering  corpora- 
tion tax  to  compete  with  the 
Irish  Republic.  But  Graham 
Gudgin.  economic  adviser  to 
the  first  minister,  points  out 
that  tax  breaks  tend  to  help 
the  research  and  develop- 
ment-intensive fo re  i gn- 
aw ned  companies  in  phar- 
maceuticals and  IT. 

The  strength  of  the  North- 
ern Ireland  economy,  he 
says,'  is  among  the  small- 
firm  sector  that  has  tradi- 
tionally outperformed  its 
counterparts  in  the  main- 
land and  Is  not  so  tax-sensi- 
tive. “It  would  be  nice  to  be 
able  to  think  about  how  to 
arrange  the  deck  chairs,  but 
we’re  currently  preoccupied 
with  how  to  keep  the  Titanic 
afloat,"  he  adds. 


A meeting  of  minds. 
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To  understand  exacdy  what  a customer  wants  you  need  two  increas- 
ingly rare  skills:  to  hold  your  tongue  and  open  your  ears. 

Neither  comes  easily  to  us,  because  there’s  nothing  we  like 
better  than  talking  business:  in  our  case  on  the  fascinating  subject 
of  risk  But  we’ve  been  practising  the  art  of  listening  for  135  years, 
and  practice  makes  perfect  - even  though  we  say  so  ourselves. 

When  one  of  our  8500  employees  sits  down  face  to  face  with  a 
client  to  be  confronted  with  a new  challenge,  he  knows  only  that 

he  knows  nothing. 

So  he  listens  attentively  and  thinks  before  he  speaks.  And 


if  there’s  anything  he  doesn’t  understand,  he  asks. 

Without  an  in-depth  understanding  of  the  issues  and  problems 
it  is  impossible  to  develop  concepts  or  weigh  the  pros  and  cons 
of  different  approaches  and  find  the  best  way  forward. 

It  is  only  when  we  set  out  the  solution  that  we  loosen  our 
tongues.  After  lending  you  our  ears,  we  will  happily  bend  yours 
on  such  absorbing  topics  as  the  significance  of  the  value  propo- 
sition for  your  balance  sheet. 

If  you  want  to  know  more  about  us  before  you  lay  your  cards 
on  the  table,  fax  +41  1 285  59  59  or  visit  www.swissre.com 
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The  delicate  art 
of  saying  ‘eureka’ 
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Science  is  ‘the  oldest  profession  with  buift-in 
self-regulation' , says  Lord  Sainsbury,  UK  science 
minister.  In  the  first  of  a series  on  how  scientists 
regulate  themselves,  Clive  Cookson  looks  at 
the  way  research  results  are  disseminated 
through  the  media  to  the  public 

had  suffered  ill-effects  from 

eating  genetically  modified  pota- 

Science  under  toes- 

In  botli  cases  there  was  enor- 

scninny mous  media  coverage,  which 

moved  quickly  beyond  the 
Ten  years  ago  this  week,  in  Salt  research  itself  to  examine  the 
Lake  City  Martin  Fleischmann  of  underlying  questions-  For  exam- 
Britain's  Southampton  Univer-  pie,  under  what  circumstances,  if 

sity  and  Stanley  Pons  of  the  Uni-  any,  should  human  beings  be 
verefty  of  Utah  told  the  world's  cloned?  What  tests  have  been 
press  that  they  bad  carried  out  done  to  assess  the  safety  of  genet- 

controlled  nuclear  fusion  in  a ically  modified  foods? 

glass  Jar.  Indeed  the  scientists  responsi- 

Their  promise  of  an  unlimited  ble  say  one  of  their  aims  was  to 
new  source  of  clean  energy  encourage  such  debate.  But  that 
aroused  enormous  media  inter-  does  not  impress  the  research 
est,  which  faded  gradually  over  establishment  As  19  fellows  of 
the  following  year  as  other  labo-  the  Royal  Society,  Britain’s 
ra tones  failed  to  replicate  their  senior  scientific  academy,  said  in 
results  a statement  about  the  Pusztai 


Ten  years  ago  this  week,  in  Salt 
Lai™  City,  Martin  Fleischmann  of 
Britain’s  Southampton  Univer- 
sity and  Stanley  Pons  of  the  Uni- 
versity of  Utah  told  the  world's 
press  that  they  bad  carried  out 
controlled  nuclear  fusion  in  a 
glass  Jar. 

Their  promise  of  an  unlimited 
new  source  of  clean  energy 
aroused  enormous  media  inter- 
est, which  faded  gradually  over 
the  following  year  as  other  labo- 
ratories failed  to  replicate  their 
results. 

Although  cold  fusion  retains  a 
small  band  of  believers,  most  sci- 
entists think  it  was  all  a sad  mis- 
take. Among  historians  and  soci- 
ologists of  science,  the 
Fleischmann-Pons  press  confer- 
ence and  Its  aftermath  are  widely 
held  up  as  a classic  case  or  how 
not  to  release  research  results. 

But  there  is  nothing  to  stop 
scientists  going  directly  to  the 
mass  media  without  first  publish- 
ing their  findings  in  a peer- 
reviewed  journal,  especially  if 
they  believe  they  have  something 
so  urgent  to  communicate  that 
they  cannot  wait  for  the  normal 
procedures  to  take  their  course. 

And  if  the  scientists  in  ques- 
tion come  from  a reputable  insti- 
tution and  have  a respectable 
research  background,  as  Profes- 
sors Fleischmann  and  Pons  did, 
journalists  will  report  loudly 
what  they  say. 

More  recent  examples  of  the 
unorthodox  approach  to  publicis- 
ing scientific  findings  include  the 
doctors  at  Kyunghee  University 
Hospital  in  Seoul  who  announced 
at  a press  conference  last  Decem- 
ber that  they  had  produced  an 
embryonic  human  clone,  and 
Arpad  Pusztai  of  the  Rowett 
Institute  in  Aberdeen,  who  was 
forced  to  retire  in  August  after 
claiming  on  television  that  rats 


Most  top 

researchers  these 
days  seek  publicity 
beyond  the  scientific 
literature 


affair  "Those  who  start  telling 
the  media  about  alleged  scientific 
results  that  have  not  first  been 
thoroughly  scrutinised  and 
exposed  to  the  scientific 
community  serve  only  to 
mislead,  with  potentially  very 
damaging  consequences.” 

The  officially  endorsed  method 
of  releasing  research  results  is 
through  a peer-reviewed  journal. 
Each  scientific  paper  is  reviewed 
by  expert  referees  and  amended 
or  edited  if  necessary. 

Journals  are  keen  for  their 
papers  to  receive  the  maximum 
publicity  as  soon  as  they  are  pub- 
lished - to  promote  themselves 
and  their  authors.  Competition 
for  the  hottest  research  reports  Is 
intense,  and  Journals  want  scien- 
tists to  know  that  they  do  their 
best  to  publicise  them.  Most  top 
researchers  these  days  seek  pub- 


licity beyond  the  scientific  litera- 
ture because  they  know  It  can 
help  raise  funding. 

The  vehicle  for  maximising 
press  coverage,  while  keeping 
unpublished  research  findings 
out  of  the  media,  is  the  "em- 
bargoed” news  release.  A few 
days  before  each  publication 
date,  the  leading  journals  distrib- 
ute by  fax  and  internet  a digest 
of  what  they  regard  as  their  most 
newsworthy  articles  to  journal- 
ists who  have  agreed  not  to  print 
or  broadcast  anything  until  the 
journal's  official  publication 
time. 

To  help  journalists  write  sto- 
ries as  thoroughly  and  accurately 
as  possible,  the  news  digest 
enables  them  to  order  an  advance 
copy  of  any  paper  and  gives  full 
contact  details  for  the  lead 
authors. 

The  whole  process  is  facilitated 
by  new  internet  services  such  as 
Eurekalert,  provided  by  the 
American  Association  for  the 
Advancement  of  Science,  which 
channel  embargoed  information 
from  several  journals  and 
research  institutions  to  regis- 
tered journalists. 

Nature  and  Science,  the  lead- 
ing general  research  journals, 
give  a preview  of  their  weekly 
con  toils  to  1.200  journalists  from 
newspapers  and  magazines,  radio 
and  television  stations.  Only  a 
handful  of  journalists  have  been 
struck  off  the  list  of  recipients  for 
deliberately  breaking  an 
embargo. 

It  is  remarkable  how  rarely 
news  leaks  out  to  the  public 
before  the  embargo  time,  says 
Philip  Campbell,  editor  of 
Nature.  T am  gratified  that  the 
embargo  holds  as  well  as  it  does.” 

But  if  the  story  is  big  enough, 
it  is  likely  to  break  before  the 
embargo  is  officially  lifted.  This 
happened  in  August  1996  to  the 
Science  paper  about  evidence  for 
fossilised  Martian  microbes  in  a 
meteorite  and  in  February  1997  to 
the  Nature  report  of  Dolly  the 
cloned  sheep. 

Reports  by  corporate  research- 
ers can  cause  particular  problems 
if  they  are  price-sensitive.  Nature 
puts  an  explicit  warning  on  its 
press  release:  “Anyone  dealing  in 
securities  using  information  con- 
tained in  this  document  or  in 
advanced  copies  of  Nature’s  con- 
tent may  be  guilty  of  insider  trad- 
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ing  under  the  US  Securities 
Exchange  Act  of  1934.” 

Yet  there  have  been  cases  of 
suspicious  rises  in  share  prices, 
particularly  of  biotechnology 
companies,  just  before  the  publi- 
cation of  exciting  research 
results.  Last  year,  for  example, 
the  embargo  on  a Science  paper 
by  scientists  at  Geron,  a Califor- 
nian biotech  company,  was  lifted 
when  its  share  price  soared  two 
days  before  the  scheduled  publi- 
cation date. 

Science-based  companies  love 
to  have  their  researchers’  papers 
published  in  prestigious  journals; 
it  is  excellent  for  morale  and  for 
the  corporate  image.  Bnt  they 
often  have  to  pass  up  the  oppor- 
tunity because  they  believe  their 
duty  to  shareholders  requires 
them  to  release  price-sensitive 
results  immediately,  by  a press 


release  and  statement  to  the 
stock  market. 

Daniel  Vasella.  president  of 
Novartis,  the  Swiss  life  sciences 
group,  is  expecting  to  receive  cru- 
cial clinical  trial  results  on  sev- 
eral drugs  this  year.  “My  dream 
would  be  to  wait  until  they  are 
published  in  a medical  journal, 
but  in  practice  I have  to  release 
them  [to  the  market  I as  soon  as 
they  are  available,"  he  says. 

Medical  research  results  are 
sensitive  for  another  reason  - the 
rapid  growth  In  patient  power 
and  knowledge.  In  the  old  defer- 
ential days,  doctors  had  time  to 
peruse  their  medical  journals 
before  anyone  asked  them  about 
new  treatments  - and  very  few 
patients  took  that  liberty. 

Some  of  today's  patients,  surf- 
ing from  one  medical  web  site  to 
the  next,  are  becoming  better 


informed  than  their  doctors,  says 
Richard  Smith,  editor  of  the  Brit- 
ish Medical  Journal.  “This  can  be 
deeply  threatening  to  doctors  at 
first,  but  they  usually  come  to 
like  it  In  the  old  world,  we  lis- 
tened to  the  experts,  in  the  new 
world  we  pay  more  attention  to 
the  evidence.” 

Patients  will  have  more  access 
to  fresh  evidence  if  proposals  to 
post  biomedical  research  results 
directly  on  the  internet  come  to 
fruition. 

The  US  National  Institutes  of 
Health  is  actively  gramrning  the 
idea  of  running  an  electronic  pre- 
print or  “e-prtnt”  service,  similar 
to  one  that  Los  Alamos  National 
Laboratory  operates  for  physics 
and  astronomy  papers.  How 
papers  would  be  peer-reviewed 
on  the  internet  remains  to  be 
derided. 


Eventually,  the  standard  model 
will  be  for  scientists  to  release 
results  on  the  internet  as  soon  as 
they  are  ready  - and  any  patent 
rights  secured.  But  there  will  still 
be  a role  for  journals  such  as 
Nature  and  Science  to  act  as 
filters,  giving  a refereed  seal 
of  approval  to  the  most  impor- 
tant reports  and  packaging 
them  in  a form  that  will  be 
accessible  to  scientists  in  other 
fields. 

Yet  some  scientists  are  bound 
to  lose  patience  with  the  system 
and  call  their  own  press  confer- 
ences to  communicate  directly 
with  the  public.  When  that  hap- 
pens, remember  cold  fusion  and 
react  with  caution. 

The  series  continues  next  Thurs- 
day with  a look  at  the  peer  review 
process. 
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TECHNOLOGY  WORTH  WATCHING 


A slow. 


Figuring  out  how  to  speed  up  a chip’s  arithmetic 


One  currency, 
many  issues 


FT.conVs  constantly  updated 
Emu  special  report 

Whether  or  not  you  expect  to  do  business  in  euros, 

FT.com’s  special  report  will  keep  you  one  step  ahead.  It  brings  you 
the  day's  top  news  stories,  near  real-time  market  data  and  the 
background  you  need  to  understand  the  issues. 


http://www.ft.com/emu/ 


FT.com:  where  information  becomes  intelligence 


Computer  engineers  are 
always  looking  for  ways  to 
increase  microprocessor 
speed,  writes  Edwin  Colyer. 
The  latest  trick,  developed 
by  a European 
Union-funded  research 
project;  changes  the  way 
chips  do  sums. 

A microprocessor  chip 
based  on  the  new  method 
mid  to  be  manufactured  by 
PfvHps  of  the  Netherlands 
is  to  be  ready  by  the  end 
of  neoct  year.  Commercial 
applications  are  likely  to 
be  in  such  devices  such  as 
mobile  telephones, 
graphics  systems  and 
real-time  controls  for 
aircraft 

At  present,  chips  do  they 
arithmetic  using  a “floating 
point*  system.  All  numbers 
are  represented  as  a 
fraction  multiplied  by  a 


New  blood  test 
could  help 
stroke  victims 

A new  blood  test  for  strokes 
could  give  more  victims  a 
chance  of  receiving 
potentially  Fife-saving  drugs, 
writes  Zdfia  Chustecka. 

At  present,  stroke  patients 
need  to  have  a CT 
(computed  tomography} 

scan  to  assess  whether 
there  is  any  bleeding  in  the 
brain,  before  treatment  with 
dot-dissolving  drugs  such 
as  TPA  can  be  considered. 

This  delay  can  be 
damaging  because,  'ideally, 
the  drugs  should  be 
administered  within  three 
hours  of  the  stroke  taking 
place. 

The  new  test,  known  as 
the  Stroke  Panel,  gives 
results  within  minutes,  it 
measures  blood  levels  of 
four  biochemical  markers  of 
brafri  tissue  damage,  and  is 
both  quicker  and  more 
accurate  than  CT  scans, 
according  to  its  Canadian 
inventor,  George  Jackowski. 

Skye  PharmaTech,  the 
company  based  in 
Mississauga,  Ontario,  which 
he  founded,  is  hoping  to 
launch  the  test  commercially 
in  the  US  and  Europe  before 
the  end  of  foe  year,  having 


power  of  two.  While  this 
notation  fadfftates  the 
handling  of  extremely  large 
or  small  numbers,  it  is 
slow  and  introduces  errors 
because  results  have  to  be 
rounded. 

The  new  method 
proposed  by  the  project's 
co-ordinator,  Nick 
Coleman  of  the  University 
of  Newcastle,  uses  a “fixed 
point*  system,  m which 
numbers  are  represented 
as  logarithms.  Logarithms 
convert  complex 
multiplications  Into 
relatively  simple  additions 
that  involve  no  rounding 
errors. 

Logarithms  have  been 
avoided  unti  now.  While 
multiplication  and  division 
are  simplified,  addition  and 
subtraction  become  a 
headache  - you  end  up 


having  to  estimate  the 
value  of  numbers.  This 
introduces  a high  degree 
of  inaccuracy  into  the 
calculations,  and  any  fancy 
maths  to  reduce  this  error 
slows  the  process. 

Dr  Coleman  says  a new 
mathematical  approach 
solves  this  problem. 

“We've  invented  a brand 
new  technique  for 
calculating  the 
approximations  involved  In 
logarithmic  additions  and 
subtractions,”  he  says.  He 
will  outfine  the 
mathematics  at  the 
international  Computer 
Arithmetic  conference  in 
Adelaide,  Australia,  in 
April. 

The  principle  is  simple. 
While  one  piece  of 
hardware  works  out  the 
approximate  value  of  the 


6um,  another  calculates 
the  final  error.  Put  the  two 
results  together  and  you 
arrive  at  a very  accurate 
answer.  “ 

And  because  the  two 
processes  are  run 
together,  no  time  is 
wasted. 

The  researchers  have 
tested  theer  design  on 
simulators.  They  can 
perform  logarithmic 
additions  and  subtractions 
at  a rate  comparable  to 
floating  point  processors. 
MuMpfcatfon  is  five  to  sfx 
times  faster  and  (Svisfon  is 
15  to  16  times  faster.  “A 
typical  programme  w9l 
include  a mix  of  arithmetic 
operations,"  says  Dr 
Coleman.  “We  get  a 
two-fold  speed  up  overall. 

And  our  log  unit  is  more 
accurate.” 
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completed  clinical  testing. 

SAye  PharmaTech: 

Canada,  e-mall 
skyeQskyepharmatec.  com 

Stress  and 
illness  linked 

For  nearly  a decade,  there 
has  been  evidence  of  a link 
between  psychological 
stress  and  certain  Illnesses. 
Now,  scientists  in  the  US 
have  identified  a possible 
biological  explanation  for  the 
link. 

Sheldon  Cohen  of 
Carnegie  Mellon  University 
In  Pittsburgh  and  colleagues 
at  the  Children’s  Hospital  of 
Pittsburgh  believe  that  the 
culprit  is  lnterieukin-6,  a 
chemical  Involved  in  the 
body's  immune  response. 

They  found  that  the 
concentration  of  this 
molecule  in  the  mucus  of  flu 
sufferers  varied  both  with 
the  severity  of  their 
symptoms  and  the  amount 
of  stress  they  had  been 
under. 

The  researchers  say  that 
changes  in  the  Interleukin 
could  explain  most  of  the 
effect  of  psychological 
stress  on  symptoms,  but 
they  acknowledge  the 
possibility  that  the 
interleukin  is  not  the  causal 
link,  but  a marker  for 


another  active  chemical. 

Center  for  the 

Advancement  of  Health:  US, 
tel  4122683580:  http:// 
www.cftdt.org 

Point  of  contact 
for  the  paralysed 

The  horrifying  condition  in 
which  mentally  alert  patients 
become  completely 
paralysed  was  made  famous 
by  Jean-Dominlque  Bauby's 
book  The  Diving-Belt  and  the 
Butterfly,  which  he  dictated, 
tetter  by  tetter,  by  moving 
one  of  his  eyelids.  This 
“locked  fn“  condition,  which 
can  be  caused  by  a stroke 
or  neurological  disease,  can 
sometimes  leave  patients 
completely  unable  to 
communicate. 

Researchers  at  tiie 
University  of  Tubingen  In 
Germany  and  elsewhere 
have  designed  a 
communications  system  for 
these  patients  using  a 
device  called  an 
“electroencephalogram", 
which  monitors  an 
individual's  brainwaves. 

With  practice,  patients  can 
team  to  drive  cursors  on  a 
video  screen,  allowing  them 
to  select  tetters  of  the 
alphabet,  according  to  a 
letter  published  today  in  the 
journal  Nature. 


University  of  TObingen: 
Germany,  e-mail 
neilsJtfrbaumerQ 
uni-tuebmgen.de 

A polymer  to 
help  the  pupil 

A newly  devised  polymer 
promises  to  mate  contact 
lenses  more  comfortable, 
tolerable  for  longer  periods 
and  less  likely  to  cause  eye 

infections. 

The  material,  called  a 
sulfoxide  hydrogel  polymer, 

Increases  the  water  level  in 
the  eye  while  minimising  the 
build-up  of  undesirable 
proteins.  In  conventional 
lenses,  attempts  to  increase 

the  water  level  - an 
important  factor  in  supplying 
oxygen  to  the  eye  - tend  to 
lead  to  more  protein  being 
deposited  on  the  surface, 
which  could  cause 
infections. 

The  sulfoxide  hydrogel 
lenses,  which  were  devised 
by  researchers  at  Rohm  and 
Haas  Texas,  a 
Houston-based  company, 
and  the  University  of 
California,  Berkeley,  are 
undergoing  clinical  trials. 

American  Chemical 
Society:  US,  tel  2028724445; 
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Who  needs  awards?  “Best  fascist 
dictator,  Adolf  Hitler"  Woody 
Allen  quipped  in  Annie  Hall. 
Gods  And  Monsters  is  no  worse 
for  emerging  from  Sunday’s  jun- 
ket Oscarless  save  for  writer-di- 
rector Bill  Condon's  Best 
Adapted  Screenplay  award.  No 
Best  Actor  statuette  for  lan 
McKellen,  though  ho  is  in  elo- 
quent form  and  imperiously  dis- 
guised in  nut-brown  makeup  and 
silver  hair  as  the  Hollywoodised 
British  filmmaker  James  Whale, 
the  man  who  made  Frankenstein. 
And  no  Best  Supporting  Actress 
doorstopper  for  Lynn  Redgrave 
as  his  German  housekeeper,  hew- 
ing away  at  her  dialogue  with  an 
accent  that  you  could  sell  as  a 
dangerous  weapon. 

These  two  troupers  boldly 
troup  in  a film  saved  from  the 
odour  of  biopic  sanctity  by  its 
campy  charm  and  deft,  allusive 
wit  As  well  as  a great  two-film 
director  - the  monster  picture 
and  its  even  finer  sequel  The 
Bride  Of  Frankenstein  - Whale 
became  the  Tinseltown  Raj's 
best-known  tragic  homosexual. 
Found  dead  in  his  pool  in  the 
1950s.  as  if  in  gay  homage  to  Wil- 
liam Holden  in  Sunset  Boulevard. 
he  left  a brief  suicide  note  and  a 
long  life  story.  That  in  turn 
inspired  James  Curtis’s  biogra- 
phy subtitled  (after  a line  spoken 
by  Ernest  Thesiger's  mad  scien- 
tist in  The  Bride)  "A  New  World 
of  Gods  and  Monsters." 

Condon's  conceit  is  to  make 
Whale  the  monster  and  the  fic- 
tionalised gardener  with  whom 
be  becomes  enamoured.  Clayton 
Boone  (played  by  Gcorpe-  Of  The 
Jungle's  Brendan  Fraser),  the  god 
Dr  apprentice  demi-god.  Their 
friendship  is  built  on  the  older 
man’s  unrequited  lust  and  the 
younger  man's  amply-requited 
curiosity  about  a living  legend. 
Did  this  august  Limey  with  the 
tweed  suits  and  walnut  syrup 
voice  really  make  that  tale  of 
lightning,  madness  and  bandaged 
ghouls?  Yes.  and  if  Clayton  has  a 
month  or  three  and  is  willing  to 
pose  nude  for  a painting  (there  is 
no  such  thing  as  a free  life  story), 
be  and  we  will  hear  about  it  from 
the  master. 

Though  mainly  a duet,  the  film 
is  fissured  by  flashbacks  and  aer- 
ated by  outings.  Memories  of 
world  war  trenches  and  a West 
Midlands  childhood  attack  Whale 
after  be  has  had  a stroke. 
Scarcely  less  vivid  and  indelible, 
at  least  for  us,  is  the  garden 
party  he  attends  with  Clayton 
where  we  meet  an  improbably, 
divertingly  la-dee-da  Princess 
Margaret  as  well  as  spitting 
images  of  Boris  Karloff.  Elsa 
“Bride  of  Frankenstein"  Lanches- 
ter  and  party  host  George  Cukor. 

The  film  is  like  a thinking  per- 
son’s theme  park  ride.  “James 
Whaleland”:  pay  your  two  dollars 
and  ride  up.  down  and  all  around 
an  eccentric  movie-maker's  mind. 


A slow, 


THEATRE 


SARAH  HOMING 

Good 

Donmar  Warehouse,  London  WC2 


Only  two  weeks  after  Speer 
opened  at  the  Almeida  Theatre 
comes  this  One  revival  of  C.P. 


Taylor's  Good,  which  also  digs 
into  the  Nazi  past.  Although  it  is 
a dark  comedy.  Taylor's  is  by  far 
the  more  shilling  play.  His  pro- 
tagonist is  a pleasant,  liberal  aca- 
demic, who  is  sucked  by  degrees 
into  the  system.  As  played  by 
Charles  Dance,  in  an  excellent 
and  beautifully  modulated  perfor- 
mance, he  could  just  as  easily  be 
sitting  in  the  audience  - and  that 


is  Taylor’s  point. 

At  the  outset  of  the  play. 
Haider  is  a professor  of  German 
literature  and  a humane  novelist, 
rubbing  along  in  his  academic 


THE  ARTS 


Limey  in  HoBywood:  ten  McKetan  in  eloquent  form.  Imperiously  disguised  in  nut-brown  make-up  and  diver  hair  in  BBI  Condon’s  ‘Gods  and  Monsters' 


CINEMA 

Frankenstein  on  charm  offensive 

The  film  of  monster-movie  director  James  Whale’s  life  is  like  a thinking  person's  theme  park  ride,  writes  Nigel  Andrews 


Housekeeper  Redgrave  knows 
that  inside  Whale's  official 
genius  structure  dwells  an  infatu- 
ated. queenly  old  cove  trying  to 
express  and  fulfil  himself.  “Oh 
men!  All-vays  pullink  legs!.”  she 
says  of  his  whimsical,  sometimes 
off-colour  jokes.  And  Condon 
knew  that  inside  this  potentially 
reverential  life  story  there  was  a 
fiction-worthy  tale  of  passion, 
humour,  sadness  and  humanity 
trying  to  get  out  - and  here 
largely  succeeding. 

An  Autumn  Tale  is  even  better. 
“Ars  longa,  vita  brevis"  goes  the 
saw.  and  SO  years  after  My  Night 
With  Maud  and  Claire’s  Knee 
Eric  Rohmer  is  still  rebuking 
life's  brevity  with  wry  tales  that 
resonate  into  eternity.  Will  he 
never  run  out?  Here  wine-grow- 
ing single  mother  Beatrice 
Remand  and  widowed  city  friend 
Marie  Riviere  plot  romance,  with 
MLR.  steering  handpicked  beaux 
at  B.R.  until  a final  vineyard 
party  when  the  Judgment  of  Bea- 
trice is  exercised  over  two  ner- 
vously eligible,  30-to-40-some- 
thing  males. 

In  the  great  French  artistic- 
intellectual  tradition,  Rohmer 
splits  hairs  and  then  goes  on  to 
atomise  nuances.  The  film  is 


funny  because  the  characters 
never  stop  examining  them- 
selves: their  feelings,  motives, 
morals.  Paradox  is  the  language 
of  this  micro-philosophising.  “I 
want  all  men  to  love  me.  espe- 
cially those  1 don’t  love," 
declaims  Rivfere.  And  we  almost 
know  that  Romand  will  choose 
the  less  likely  suitor,  because  for 
this  filmmaker  chance  and  con- 
trariness bave  a deeper  wisdom 
than  human  calculation. 

In  the  same  way,  every  Rohmer 
mise-en-sc&ne  deceives  with  its 
simplicity.  Scenes  and  settings 
that  start  by  seeming  nothing 
end  by  seeming  everything.  The 
vmeyard/rity  contrast  incubates 
witty  moodswings  between  Lazy- 
bucolic  and  busybody-urban. 
(The  city-dweller  matchmakes, 
the  country  dweller  sits  back  and 
lets  it  happen).  And  in  Rohmer 
not  even  a sunset  - from  The 
Green  Ray’s  maker  least  of  ad  a 
sunset  - is  allowed  to  slip  by 
without  making  a dramatic  point. 
Canght  en  flagrant  melancobe  as 
she  sits  alone  an  a garden  wall  at 
the  party,  Romand  lies  to  Riviere 
1 was  looking  at  the  sunset" 
“But  the  sun  is  behind  you," 
Riviere  paints  out.  In  Rohmer 
that  is  what  friends  are  for.  stop- 


GOD  AND  MONSTERS 

Bin  Condon 


AN  AUTUMN  TALE 
Eric  Rohmer 


AMERICAN  HISTORY  X 

Tony  Kaye 

PAYBACK- 

Brian  Helgoland 


THE  RUGRATS  MOVIE 

Norton  Viriev,  Igor  Kovalyov 


ping  you  turning  the  world 
around  to  suit  your  sophistries 
and  self-deceptions. 

* 

From  Hollywood  business  as 
usual:  guns,  explosions  and  the 
end  of  civilised  behaviour  as  we 
know  it  American  History  X and 
Payback  are  the  sententious  and 
catchpenny  sides,  respectively,  of 
screen  violence.  The  first  is  as 
money-grubbing  as  the  second  in 
actuality  but  pretends  it  isn't.  It 
moralises  about  racism.  Edward 
Norton  was  Oscar-nominated  for 


his  Hyde-tumed-Jekyll  perfor- 
mance as  the  shaven-beaded, 
swastika -tattooed  neo-Nazi  who 
kills  two  blacks  and  goes  to  jail, 
emerging  a mere  reel  later  as 
Goody  Two  Shoes.  Can  he  simi- 
larly transform  the  hellraising 
younger  brother  (Edward  Fur- 
long) whom  he  himself  corrupted 
with  hate? 

I did  not  believe  an  iota  of  this 
conversion.  A man  goes  to 
prison,  gets  gang-raped  by  white 
men  and  befriended  by  a black 
laundry  worker  and  then  comes 
out  preaching  love  and  peace? 
Phooey.  Suppose  he  had  been 
raped  by  blacks  and  befriended 
by  a white?  Would  that  validate 
his  homicidal  racism? 

Norton  re-edited  the  film  after 
artistic  differences  with  British 
director  and  commercials 
whizperson  Tony  Kaye.  I would 
love  to  see  Kaye's  original  cut.  It 
is  surely  superior  to  this  pious 
ego  trip  for  an  actor  who  can  and 
should  do  better. 

Payback  has  the  courage  of  its 
amoral! ty.  Mel  Gibson  goes  about 
Chicago  (unnamed)  seeking 
whom  he  may  torch,  maim  and 
shoot.  It  is  not  a pretty  film,  but 
at  least  it  is  gripping.  Based  on 
the  novel  that  inspired  John 


Boorman's  Point  Blank,  Richard 
Stark's  The  Hunter,  the  film  is 
shot  in  an  ugly  bluish  near-mono- 
chrome. Perhaps  director  Brian 
Helgoland,  who  in  another  incar- 
nation co-scripted  LA  Confiden- 
tial, thought  it  was  “noirish". 

The  revenge  plot  is  formulaic 
but  Gibson  gives  it  everything. 
Since  playing  Hamlet  he  has 
started  treating  even  inauspi- 
cious scripts  with  wit,  passion 
and  articulacy.  This  is  good 
thinking:  the  movie  actor’s  ver- 
sion of  a Pascalian  wager  - what 
can  you  lose?  James  Coburn  and 
Kris  Kristofferson  pop  up  as 
guest  villains,  adding  to  the 
sense  of  a project  cunningly 
upholstering  its  worthlessness  in 
fine  fabric. 

Nothing  could  save  The 
Rugrats  Movie,  at  least  for  me.  In 
this  TV-based  animated  feature 
the  minutes,  90,  pass  like  days.  A 
group  of  tiny  tots  escape  from 
home  in  inventor  Dad's  runaway 
turbo-toy  car,  losing  themselves 
in  a forest.  There  are  many  jokes 
about  poo-poo  and  pee-pee.  'Tor 
anyone  who  remembers  being  in 
a nappy"  says  the  publicity.  Any- 
one with  that  long  a memory 
surely  has  better  experiences  to 
look  back  on. 


sure  seduction  by  evil 


post  and  his  marriage.  He 
patiently  endures  his  shambolic 
household,  frets  about  his  aged, 
blind  mother  and  chews  over  his 
potency  problems  with  his  Jew- 
ish doctor  friend.  By  the  end,  he 
is  taking  up  a position  at  Ausch- 
witz. There  are  no  hysterics:  in 
fact  his  progress  is  so  smooth 
that  he  does  not  perceive  it  as 
the  ground  shifts  beneath  his  feet 
and  bis  morals  are  moulded  to 
suit  the  Third  Reich. 

One  problem  with  any  Holo- 
caust play  is  that,  with  the  bene- 
fit of  hindsight,  we  know  where 
it  will  end.  Taylor  astutely  under- 
cuts this  by  juggling  with,  the 
form  of  his  play,  which  hops  back 
and  forth  so  that  we  are  disorien- 
tated. And  Taylor  analyses  with 
alarming  precision  how  any  per- 
son in  any  society  might  gradu- 
ally come  to  an  accommodation 
with  evil.  So,  when  Haider  learns 
that  the  leader  admired  his  novel 


about  euthanasia,  he  feels  a glow 
or  pride,  despite  himself  - and 
who  wouldn’t? 

Taylor  is  fascinated  by  good 
and  evil.  Haider  teaches  Faust  to 
bis  students,  but,  for  all  his 
learning  about  the  devil  and  his 
disguises,  is  unable  to  recognise 
him  when  he  comes  to  his  own 
door.  Here  evil  comes  dressed  as 
flattery,  or  as  a matey  SS  officer 
who  confesses  his  own  reserva- 
tions about  the  party  and  then 
hands  on  orders.  Haider  com- 
plies, not  because  he  is  wicked, 
but  because  he  wants  a quiet  life. 
And  who  doesn't?  So  we  watch, 
queasily,  as  he  joins  the  party  to 
secure  Ids  career,  reassures  him- 
self that  the  attacks  on  Jews  are 
merely  “a  temporary  racial  aber- 
ration”, won’t  let  himself  hear 
the  fears  of  his  Jewish  friend  (a 
wonderful  performance  of  impo- 
tent rage  and  terror  from  Ian 
Gelder),  assists  in  burning  books 


“as  a gesture",  and  complies  with 
writing  papers  that  put  a 
humane  spin  on  euthanasia  for 
the  disabled. 

There  are  some  stodgy  pas- 
sages. but  once  it  gets  going  in 
Michael  Grandage's  Quid  produc- 
tion the  play  exerts  a tremendous 
and  appalling  grip.  The  staging 
surfs  expertly  its  mix  of  debate, 
surrealism  and  macabre  comedy, 
which,  together  with  Hartley 
T_A_  Kemp's  striking  lighting, 
sucks  you  into  Haider’s  solipsis- 
tic  world.  Meanwhile,  Dance  con- 
veys superbly  the  character's 
suave  rationality  and  effortless 
drift  into  self  Interest.  There  is  a 
lovely  performance,  too,  from 
Emilia  Fox  as  his  adoring  second 
wife,  admiring  him  ip  his  uni- 
form and  assuring  him  that  they 
are  “good  people".  And  so  they 
are,  by  and  large.  That  is  what  Is 
so  deeply  disturbing  about  Tay- 
lor's play. 


Perfect  casting:  Charles  Dance  and  EmSa  Fox  AtSEiok  Mid, 
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AMSTERDAM 


EXHIBITION 

Rijksrnuseunj 

Tel:  31-20-673  2121 
The  Floating  World:  Japanese 
scroll  paintings  from  the 
Kumamoto  Museum  of  Art.  The 
paintings  portray  courtesans, 
actors,  and  various  pastimes  in 
Japan  between  1600  and  1868; 
to  Jun  13 

OPERA 

Netherlands  Opera,  Het 
Muaektheater 

Tel:  31-20-551  8911 
Die  Zauberfl6te:  by  Mozart 
Conducted  by  Hartmut  Haenchen 
. in  a revival  of  Pierre  Audi’s 
staging  co-direeted  by  Saskia 
Boddeke;  Mar  25, 28 


BERLIN 

DANCE 

Deutsche  Oper 
Tel:  49-30343M-G1 
Cinderella:  staged  by  Roberto  de 
OUveira.  Kevin  McCutcheon 
conducts  Prokofiev’s  score;  Mar 


26 


OPERA 

Deutsche  Oper 
Tel:  49-30-34384-01 

• Aida:  by  Verdi.  Conducted  by 
Lawrence  Foster  in  a staging  by 
Gotz  Friedrich;  Mar  27 

• Eugene  Onegin:  by  _ 

Tchaikovsky.  Conducted  by  Jin 
Kout  in  a staging  by 
Gocumalut>tz  Friedrich;  Mar  28 
Staatsoper  inter  den  Linden 
Tek  49-30-2035  4555 
www.staatscfier-berfin.org 
Lohengrin:  by  Wagner. 

Conducted  by  Daniel  Barenboim 
in  a staging  by  Harry  Kupfer  Mar 
30 


DRESDEN 

OPERA 
Semper  Oper 

Tel:  49-351-48420 
Ariadne  auf  Naxos:  by  R. 

Strauss.  Conducted  by  Colin 
Davis  in  a new  staging  by  Marco 
Arturo  MareiU.  Cast  Includes 
Susan  Anthony  and  Jon  Vfflars; 
Mar  25,  27  _ 


1242 

rcy  Orchestra: 
drew  Davis  in 
and  Strauss, 
t Imogen 

gham  Symphony 
cted  by  Simon 
/ Kurt&g, 
Birtwistle,  with 


violin  soloist  Vadim  Repin;  Mar 
26 

• London  Philharmonic 
Orchestra:  conducted  by  Kurt 
Masur  in  works  by  Strauss  and 
Bruckner,  with  soprano  Felicity 
Lott;  Mar  27 

EXHHSmONS 
Barbican  Art  Gallery 
Tel:  44-171-638  8891 
Africa  by  Africa:  A Photographic 
View.  Spanning  the  breadth  of  . 
photography  produced  in  Africa 
since  the  1920s.  Indudes  works 
by  Mama  Casset,  Seydou  Keita 
and  Samuel  Fosse;  to  Mar  28 
Victoria  and  Albert  Museum  . 
TeL-  44-171-938  8500 
The  Arts  of  the  Sikh  Kingdoms: 
first  international  exhibition  of  its 
kind  which  tells  the  story  of  the 
cultural  heritage  of  the  Sikhs. 
Coincides  with  the  300th 
anniversary  of  Guru  Gobind 
Singh's  creation  of  the  sacred 
brotherhood  of  the  KhaJsa;  from 
Mar  25  to  Jul  25 

OPERA 

English  National  Opera, 

London  Coliseum 
Tel:  44-171-632  8300 
Mefistofele:  by  Borto.  Conducted 
by  Oliver  von  Dohndnyi  In  a new 
staging  by  lan  Judge;  Mar  26,  30 


LOS  ANGELES 

EXHIBITION 

Los  Angeles  County  Museum 
of  Art 

Tel:  1-213-857  8000 
www.tacrm.org 

Ancient  West  Mexico,  Art  of  the 


Unknown  Region:  comprehensive 
overview  of  West  Mexican  art 
between  200  BC  and  800.  to  Mar 
29 


MUNICH 

CONCERTS 
PhUharmonie  Gastajg 

Tel:  49-89-5481  8181 

• Bavarian  Radio  Symphony  . 
Orchestra:  conducted  try  Lorin 
Maazei  in  works  by  R.  Strauss; 
Mar  25.  26 

• Munich  Philharmonic 
Orchestra:  conducted  by  James 
Levine  In  works  by  Berg  and 
Mahler,  with  violin  soloist 
Christian  Tetzlafk  Mar  27,  29,  30 


NEW  YORK 

CONCERTS 

Avery  Fisher  Hall,  Lincoln 
Center 

TeL  1-212-875  5030 
www.lmcolnceriter.org 
New  York  Philharmonic: 
conducted  by  Charles  Dutoit  in 
works  by  Poulenc,  Saint-Satins 
and  Holst,  with  cello  soloist 
Han-Na  Chang;  Mar  25, 26, 27 
Carnegie  Hati 
Tel:  1-212-247  7800 
www.cemegiehaii.org 
National  Symphony  Orchestra: 
conducted  by  Leonard  Slatkin  In 
the  world  premiere  of  John 
Corigliano's  A Dylan  Thomas 
Trilogy.  With  the  Choral  Arts 
Society  of  Washington  and 
baritone  Hakan  Hagegard;  Mar 
26 

EXHIBmON 

Metropolitan  Museum  of  Art 


Tat  1-212-879  5500 
www.  metmuseum.  org 
Dosso  Dossl,  Court  Painter  in 
Renaissance  Ferrara:  Dosso ' 
Dossi  was  the  last  of  the 
Ferrarese  painters,  much 
influenced  by  Giorgione  and 
Titian,  to  Mar  28 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
wwwjnetopera.org 
The  Queen  of  Spades:  by 
Tchaikovsky.  Conducted  by 
Valery  Gergiev  in  a revival  of 
Elijah  Moshinsky's  staging, 
designed  by  Mark  Thompson. 
Mar  26.  29 

New  York  City  Opera,  New 
York  State  Theater 
Tel:  1-212-870  5570 
www.nycqpera.com 
Don  Giovanni:  Christopher  Larkin 
debuts  as  conductor  with  sets 
and  costumes  by  Rolf 
Langenfass.  Victor  Benedetti 
leads  tiie  cast  in  the  title  role: 
Mar  30 


PARIS 

OPERA 

Opdra  National  de  Paris,  Opdra 
Bastille 

Tel:  33-1-4473  7300 
www.opera-dB-poris.fr 

• Lucia  di  Lammsrmoor  by 
Donizetti.  Conducted  by  Bruno 
Cam  panel  I a in  a staging  by 
Andrei  Serban  and  Robert 
Careen,  with  designs  by  William 
Dudley;  Mar  30 

• The  Magic  Flute:  by  Mozart 

Conducted  by  Friedemann  Layer 


in  a staging  by  Robert  Wilson; 
Mar  25 


SAN  FRANCISCO 

CONCERT 

Davies  Symphony  Hafl 
Tel:  1-415-864  6000 
www.  sfsymphony.  org 
San  Francisco  Symphony  and 
Chorus:  conducted  by  Roberto 
Abbado  in  works  by  Bloch  and 
Rossini;  Mar  25,  27,  28 


THE  HAGUE 

EXHIBITION 

Gemeentemuseum 

Tel:  31-70-3388  1111 
Vlonnet:  designs  and  prints  by 
Madeleine  Vionnet,  one  of  the 
most  important  couturiers  of  the 
20th  century,  whose  moulage 
cutting  technique  strongly 
influenced  the  fashions  of  the 
period  1920-1940.  to  Jun  6 


TOKYO 

CONCERTS 
Suntory  Hafl 
Tel:  87-3-3584  9999 

• Tokyo  Symphony:  conducted 
by  Kazuyoshi  Akiyama  in  works 
by  Haydn  and  Mahler  Mar  26 

• Yomiuri  Nippon  Symphony 
Orchestra:  conducted  by  Tadaaki 
Otaka  in  works  by  Sibelius;  Mar 
25 


VIENNA 

OPERA 

Wiener  Staatsoper 
Tel:  43-1-51444 
• CavaBeria  Rusticana:  by 


MUSIC  IN  NEW  YORK 

Italian 

Baroque 

revisited 

In  the  early  years  of  the  18th 
century,  when  the  young  Georg 
Fridericb  Handel  was  paying  an 
extended  visit  to  Rome,  one  of 
his  patrons  - the  all-powerful 
Cardinal  Ottobonl  - arranged  a 
musical  duel  in  his  sumptuous 
Palazzo  della  CanceUeria,  pitting 
the  gtfted  German  youth  against 
the  equally  young  and  gifted 
Italian,  Domenico  Scarlatti. 
According  to  contemporary 
reports  the  outcome  or  the 
contest  was  a draw:  Scarlatti 
excelled  on  the  harpsichord; 
Handel,  on  the  organ.  In  any 
case,  the  concert  was  evidently  a 
success. 

As  part  of  its  42nd  season,  the 
Clarion  Music  Society  In  New 
York  and  its  music  director 
Frederick  Hammond  decided  to 
recreate  something  of  the 
atmosphere  of  the  Cardinal's 
singular  musical  party.  Some 
vocal  music  by  Alessandro 
Scarlatti,  a group  of  sonatas  by 
Domenico,  and  the  cantata 
“Armida  abbandonata”  by 
Handel,  as  well  as  his  great 
Concerto  for  organ  and  strings 
made  up  the  concert  Hammond 
himself  played  the  organ 
Concerto,  while  his  guest  Gerald 
Ranck  played  the  harpsichord 
sonatas. 

Again,  at  a distance  of  almost 
four  centuries,  the  result  might 
be  considered  a draw,  as  both 
composers  emerged  from  the 
confrontation  with  colours 
flying.  While  the  soprano 
Julianne  Baird  was  certainly 
affecting  in  the  vocal  music  of 
Alessandro  Scarlatti,  it  was  as 
Handel's  Armida  that  she  was 
able  to  give  the  frill  measure  of 
her  nnanced  dramatic  soprano. 
Some  Corelli  trio  sonatas  and  a 
pair  of  sonatas  for  two 
keyboards  by  Bernardo  Pasquini 
filled  out  this  sensitively 
executed  programme,  which 
afforded  a happy,  tantalising 
glimpse  of  the  musical  world  of 
baroque  Rome. 

The  concert  complemented  the 
. inauguration  of  a small  but 
splendidly  rich  exhibition. 
Ambiente  Barocco.  at  the  Bard 
Graduate  Center  for  Studies  in 
the  Democratic  Arts.  Curated  by 
Stefanie  Walker  and  Frederick 
Hammond,  the  show  assembles  a 
series  of  sumptuous  hints  at  the 
magnificence  of  papal  Rome  in 
its  heyday. 

The  great  Roman  families  - 
like  the  Ottoboni,  the  Barberini, 
the  Ruspoli  - were  all  music 
lovers  and  music  patrons 
(several  cardinals  also  wrote 
opera  librettos  for  their  own 
amusement),  and  the  New  York 
show  has  procured  some  rare 
examples  of  baroque 
instrument-making,  including 
the  incomparable  Barberini 
harp-  here  seen  for  the  first  time 
outside  of  Rome;  the  erudite 
references  in  its  elaborate 
carving  confirm  that,  beyond  its 
musical  use,  the  harp  was  also 
intended  as  a symboL  an  emblem 
of  the  Barberini  family’s 
eminence  and  power. 

The  Rome  of  the  great  popes  - 
and  the  great  musicians  - was  a 
city  of  pomp  and  pleasure. 
Stefanie  Walker  has  assembled 
much  rare  documentary 
testimony  to  the  grandeur  of  the 
processions  of  carriages,  the 
glitter  of  great  banquets.  The 
magnificence  remains  today,  and 
these  small,  but  intensely 
meaningful  pieces  add  to  today's 
understanding  of  the  great 
palazri  and  the  more  Imposing 
monuments. 

William  Weaver 


Mascagnl/Pagliacci  by 

Leoncavallo.  Simone  Young 
conducts  a staging  by 
Jean -Pierre  Ponnelle;  Mar  26 
• Macbeth:  by  Verdi. 

Conducted  by  S snore  Young  in 
a staging  by  Peter  Wood,  with  a 
cast  led  by  Leo  Nucci  and  Efiane 
Coelho;  Mar  28,  30 


WASHINGTON 

EXHIBITION 
Phillips  Collection 

Tel:  1-202-3872151 
An  American  Century  of 
Photography:  From  Dryplate  to 
Digital.  Works  from  the  Hallmark 
Collection,  by  photographers 
including  Alfred  Stieglitz  and 
Sally  Mann;  to  Mar  28 


TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

06-30:  Moneyline  with  Lou  Dobbs 
13-30:  Bus/ness  Asia 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Busmesa/Marfcet  Reports: 
05:07;  06:07;  07:07;  0820;  09:20' 
10:20;  1120;  11:32;  12:20;  13:2Q: 
14:20. 


FINANCIAL  TIMES  THURSDAY  MARCH  25  1999 


14 


COMMENT  & ANALYSIS 


QUENTIN  PEEL 


Lessons  of  Kosovo 


The  bombing  of  Serbia  could  and  should  have  shown  Europe’s 
capacity  to  manage  crises  in  its  own  backyard.  Instead,  it  has 
become  another  enterprise  for  the  US  as  global  policeman 


Seldom  can  a decision  to 

• launch  massive  military 
action  have  been  taken  with 

. such  obvious  reluctance. 

After  Javier  Solana.  the 
Nato  secretary -general,  gave 
. the  green  light  on  Tuesday 
night  for  allied  bombs  and 
missiles  to  rain  down  on 
. Yugoslavia,  everyone  rushed 
to  say  sorry  in  advance. 

Not  only  that,  it  is 

• perfectly  obvious  that 
military  analysts  and 
commentators  on  both  sides 
of  the  Atlantic  are 
profoundly  dubious  about 
what  good  the  operation 
may  do.  Few  believe  that  the 
blunt  instrument  of  air 

. strikes  can  do  much  to  halt 
the  humanitarian 
catastrophe  taking  place  in 
Kosovo.  More  than  that, 
most  would  admit  that  the 
action  offends  against  a 
fundamental  principle  of 
warfare,  ancient  or  modern: 
it  has  not  been  undertaken 
with  any  clear  idea  of  what 
it  will  lead  to.  nor  any  exit 
strategy. 

Either  bombing  raids 
persuade  the  Yugoslav 
president.  Slobodan 
Milosevic,  to  sue  for  peace, 
or  the  allies  will  be  left  with 
nothing  to  Fall  back  on.  For 
no  one  is  prepared  to 
countenance  the  logical  step 
if  the  bombing  campaign 
leaves  Serbia  unmoved:  a 
bloody  invasion,  the 
Imposition  of  peace  by 
troops  on  the  ground,  and  an 
indefinite  occupation  of 
Kosovo,  probably  with  heavy 
casualties.  As  Mr  Milosevic 
knows,  it  is  a prospect  no 
western  democratic  leader  is 
prepared  to  sell  to  his  or  her 
electors. 

Joschka  Fischer,  the 
erstwhile  pacifist  who  is  now 
German  foreign  minister, 
captured  the  spirit  of 
reluctance.  “We  have  done 
everything  conceivable  to 
avoid  this  confrontation.”  he 
said. 


They  undoubtedly  have. 
Yet  the  whole  operation  has 
a terrible  whiff  of  gunboat 
diplomacy.  21st-century 
style.  Like  the  US  and  UK 
bombing  raids  on  Iraq, 
whose  benefits  still  appear 
questionable,  it  is  an  action 
dictated  by  the  luxury  of 
cruise  missiles,  against 
which  few  modem  states  can 
retaliate  or  defend 
themselves.  Not  least,  it  has 
been  designed  to  ensure  that 
casualties  are  minimised, 
that  no  US  boys  have  to  be 
brought  home  in  body  bags. 

The  operation  in  Kosovo, 
in  which  the  European  allies 
in  Nato  were  supposed  to 
play  a leading  role,  has  In 
reality  been  dictated  by  US 
concerns  and  perceptions. 
What  could  and  should  have 
been  a demonstration  of 
Europe’s  capacity  to  manage 
crises  in  its  own  backyard 
Has  become  another 
enterprise  of  the  US  as 
global  policeman,  using 
European  men  and  machines 
where  possible. 


Months  ago,  when  the 
crisis  in  Kosovo  began,  there 
was  a belief  in  several 
European  capitals  that  the 
European  allies  should  use  it 
to  show  Washington  what 
they  could  deliver  with  their 
grandly  named  European 
Security  and  Defence 
Identity,  or  ESDI. 

Those  fond  hopes  were 
rapidly  abandoned  for  three 
very  precise  reasons. 

In  the  first  place,  the 
military  argued  in  Britain 
and  France  that  they  simply 
did  not  have  the  kit.  Neither 
reconnaissance  capacity,  nor 
heavy -lifting  aircraft  capable 
of  transporting  thousands  of 
peacekeeping  troops  to  the 
region,  were  available 
without  US  involvement.  If 
it  came  to  air  strikes,  the  US 
would  have  to  take  the  lead. 

The  second  reason  was 
more  shaming.  European 
diplomats  argued  that 
□either  Mr  Milosevic,  nor 
the  Kosovar  guerrillas, 
would  pay  attention  to  their 
attempts  at  peace-making. 


Ready  for  action:  a German  Tornado  prepares  for  take-off  Reuters 


They  would  only  believe  the 
allies  were  serious  if  the  US 
was  visibly  involved. 

Finally,  they  never  wanted 
a repeat  of  the  early 
attempts  at  peace-making  in 
neighbouring  Bosnia.  For 
the  European  attempt  on 
that  occasion  to  go  It  alone 
was  undermined  by  US 
support  for  the  Bosnian 
Moslem  government.  British 
and  French  troops 
attempting  to  keep  the  peace 
found  themselves  under  fire 
from  weapons  which  had 
been  supplied  from  across 
the  Atlantic. 

Understandably,  they  said; 
“Never  again.” 

The  trouble  is,  those 
arguments  suggest  that  all 
the  fine  words  about  ESDI 
are  so  much  hot  air.  The 
basic  issue  is:  will  it  ever 
become  realistic  for  the 
European  Union  members  of 
Nato.  so  keen  to  give 
themselves  a clear  defence 
identity,  to  contemplate  a 
serious  military  operation 
without  US  involvement? 

George  Robertson,  the  UK 
defence  secretary,  has  called 
for  changes  in  Nato’s 
command  structure  to 
increase  Europe's  ability  to 
launch  military  missions 
without  the  participation  of 
the  US.  Of  course,  as  a good 
Nato  member,  he  insists  that 
any  decisions  to  deploy 
forces  would  still  be  taken 
by  the  individual 
governments  inside  Nato, 
and  not  by  any 
supranational  body,  like  the 
EU.  But  the  idea  would  be  to 
allow  the  Europeans 
independent  access  to  Nato's 
assets  - which  means  things 
like  US  reconnaissance 
equipment  That  might 
answer  the  first  objection  to 
Europe  trying  to  sort  out 
Kosovo  alone,  but  not  the 
second  or  third. 

As  for  the  US,  it  suffers 
from  Us  usual  ambivalence 
towards  European  efforts  at 
creating  an  independent 
defence  and  foreign  policy 
identity.  US  policy-makers 
such  as  Richard  Holbrooke 
and  pundits  such  as  Henry 
Kissinger  may  complain 
bitterly  about  the  absence  of 
a “single  telephone  number” 
to  ring  to  discuss  EU 
policies.  But  when  faced 
with  the  prospect  of  such  a 
number,  they  seem  to  prefer 
ringing  round  all  the  most 
important  EU  capitals. 

Strobe  Talbott,  the  US 
deputy  secretary  of  state, 
certainly  suggested  a 
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Eanxribnary  Rnotutraa  dealing  rash  such  proposed  atoerdnuit,  are  nos  nc-tdied  to  bivrstccs  m acocedanoe  wtth  the  tens-'  of  the  Trass  Deed  on  or  before  >1  Match  1999,  to  approve  the 
ramaum  of  the  pace  prod  winch  apples  to  the  Bosrower'r  -dJtgatrsi  to  make  payment  of  amount  dim  under  die  Lean  on  8 April  1999. 

Avemthngty.  the  effect  of  the  proposed  amendments,  and  shut  the  r lungs  to  (hr  (eras  of  the  Investments  winch  s wfl  be  (he  hamr*,  ol' she  Meeting  to  CrmssJfr  and  d though,  fit  approve,  euv 
inriuds- 

Ifl  a pottptmemetA  of  ihe  date  ^nmutar  ■*' the  loan  and  the  Invetoiviimn  whole  or  m fats  and  or  the  ad.rptniouf  an  atttorTBJricnichedidrmiespcqtlueori 

(a)  a potential  mavaK  e*  rethtoua  mthe  anvxmtpa/ableupcsi  Dnmnrv  of  (Lc  Lronandthe  Invormfins. 

On  vesUQgttfchedasesftrpAvmeDtaof  mtenst  m rerpect  >:>f  the  Loan  and  she  Invessauvs. 

Iiv)  potenrul  nwrav,  or  reduoivn,  m or  wines  -a  the  in  onu  of  nude"*  payable  m resprtf  oi'chc  Loan  as-i  the  ItneKSKDCa  and  changes  to  the  method,  ol  dasainmmg  rach  ut-utm, 

Ivl  a pxcnml  change  .dnngr-  m the  cusmcr  m which  ppaenu  under  the  Lmnand  the  iowstinenta  are  ■hjwtmascd  and  lobe  padr 

Ivil  uras-an  which  eobUTal  may  be  prondc-l  by  the  tV.rrrv.cr  m copers  aim  ohbgasions  under  the  Luan  ullir  ugh  there  o no  certainty  that  any  such  ceJbtetaJ  wdl  be  pranled): 

Iv^  pensthle  ehingci  m the  votmante  [*..mded  lor  in  die  Laun 

(vni)  the  wajverofanyrvcstiC'fdefiiult  ra  other  bxradxs  of  any  of  the  tttHo  of  the  Loanee  the  Invretmcnca. 

lal  the  vanatmtt  o,  tcxmmata*m  N'che  >-wap  Agryyaeiy.  and 

fa)  am  such  related -y  anaUaiy  matter  at  the  Meeting  mat  approve  The  meeting  may  al»'-  be  asked  to  omuiderapprovirsg  a ctssantnermol'  she  Itssnc  of  the  Ccrtdkates  on  the  Cayman  lakmdi 

Sendi  Eiehange  ot  the  ■li^nr.tgoai-jnn  jf  jm  ,ueh  brrrrt}. 

The  Meeting  ttuy  ah-' be  asked  Loc-Kt-uJcr  ifpi'.'vmiji  conprsetaoti  of  the  luang  iff  the  Cerufralei -so  the  Cayman  Hinds  SeocL  Eudongea  she  JaKuauntuimn  trf'  any  such  Uiang 
However  m the  i-vcroilut  the  terms  tfthr  Lamvednury  Rc  *r4uaonl,|.iiainigindnheammmilinena<sn!aiedin<u«o  III  inclusive  above  an:  not  notified  lofoticsspnom  before  M March  1999. 
the  loir  fwrpate  ■*  the  Mc-ung  will  be  m nsrakr  and  if  though:  fkloapptiwi-  [he  loBownic  res-Plua.n  is  an  Exmtxdmarv  Repulucum: 

EXTRaAORTINARY  RESOLUTION 

"THAT  tha  Meetmg ' tf  the  holders  cC the  ..uaj^ndmg  LISSI^'  i,'l' J>J€  Rued  Rate  EnudWe  Loan  Std»  Piraapatton  Catflkatn  .hie  1999  and  heJ-lcr  ft  of"  Lnn  Sub-Pamctpatmti*  nopthtr  the 
Invwue"  and  the  "Inycsanenza  fmpeerr-  'ivl  of  LJumn  bf-xhrr*  IVuAlws,  AG  'th-  -Rank-)  p-matiruLtd  by  the  Tntar  Cieed  made  -»  8 Aped  199H  between  dnr  Bank  and  Banker,  Truetec 
Compan,  LewtaJ  I the  Trust  etT  a.  truslee  l-v  the  lnv.-«m  hereby  mtduei  by  way  of  tma-edeurv  Rusolntion  w apymnv  the  carmans,  of  she  Borruwer  Gnu  Perud  lu  ddusr-1  m tlur  Loan 
Agreement  ia.idetttv.-d  mihirTrun  Cped)i  lu  expire  oc  tin  earlier  vi  III  21  Mir  1999  and  litlbc  day  lofirwi^  a dale  .-si  which  Invnronhtvr  been  grren  an  oppcvtunBT  by  way  of  meeting  to 
conuder  and  if  thrsi^u  lit  to  ajyjruie  an  Lnrtjrdmu  < P noluixn  Limce deary  Resoiumre  m rcfao-sito  Rather  ppjpoeed  amendmems  It.-she  lama  ol".  truer  ala.  tiv  Loan  and  ffe  inyentnaam. 
sadi  UKetmg  su  tv  held  no  liter  dun  !tl  May  LWi  ~ 

FLtRTHER  INFORhlATlON 

hrauordam  wuhoormlprictier.the  Tinny—  which  has  net  been  mwdvedm  she  fbemulaoun  of  the  bumesa  robe  wondered  as  the  Meeting,  tapresses  no  opanoo  ■»  dk- menu  dnereol.  h hav 
huwrvi.siah'3n9e-Jarobe  tcued  that,  on  the  baaa  ol  the  mibmuiun  set  ,*A  her  cm.  n has  do  rtytcroci  tnihi.-  Buncrinutr  Resoliosm  set -ms  above.  «LiF,m,vilym-y  Rr^nVirwv.  In 
tc-  she  bummsiffthe  Meeting  a-,  oudmed  tnQtr.liJ  mdustvc  shove,  bong  preaenced  to  the  Invt-gori  tor  then  ctmn-ieratua. 

The  Truvor  r.xtvurraui,  fcr-Er-n  t,  wH|  Uacu.'.-n-mjcv.-nJ  ajrrci  a t u,  the  raped  cf  dvhuauoi  tohrnnaJntd  h,  the  Maun*,  tire  Esttc-sdsu-v  RotJimtsu  un!  Hu  ua  nmcqncira  rfcoaf 
TV  srttKhsi  •ffhnrUcn  u Notudsn,  dtetn  [r  iv  p™  -upund  j'.y  rkr  Matnig  »&.+  on.ile  fmrap spk  J oflVsirv  rad  ' txkna 

It  |ward,u  Eatrstsdaurv  R»:4trcua  tcdl  be  binding  u^in  sB  she  Invertors,  whither  ea  u«  predeavt  mthe  Meeting  and  vrhedur  or  tv  a weinfr 

In  uenliiK  swvh  paragraph  Joi  the  rush  schedule  u>  the  Trust  Cued,  whadi  au  out  the  provraema  fer  mreung  of  invealots.  the  Tni  tree  haaagred  that  dm  Ncocr  need  mat  xt  our  the  tern 
oi  the  Eatraocdmirv  Reaoiutarsig  to  be  proposed  at  the  Mevaagrtiinag  to  OILiii)  mdaavc  ibevt  it  sfrer  dan  the  Enra-sidaur*  Rcvokitaon  jet  « abuw-r  prrm.  Ul  — -k  r^tisx 

Invesron  u aunedance  wnh  ihe  Lerau  of  the  Trtat  Deed  not  later  than  M Match  LW» 

''T**  “ft  he  c-Wfieie  teal  ol  the  hnn-Jchnarv  RevUumu  tobe  cvreodereil  at  (hr  Meeting  maybe  rtamed  Iran  the  soecdieJ  oAia  rfibe  Trustee  trt  forth  beh.tc  -Jurnu  nnmal  bunras,  hour; 
from  I April  1999. 

L*-j*  °*rl'''|ty  l"*toe  ““trtaawa  lureu  are  ir-tubUc  fat  <ofleet>»  an-i  copies  of  the  Trad  Dwd  l.meii.lmg  the  Terms  and  'Ink™  gc-v-anmg  the  Cntdntrsl.  the  Offamg  Memorandum 
dued  8 Aprs.  1999  d luprct  of  lie  seuc . a' the  Im-emscm,  and  certain  rmaoaal  nformraoo  odattnc  to  the  Borre-wer  are  avaiahle  far  mspecz»<ti  b>-  tavoie-n  ot  the  ipratkd  offices  of  the  Tnnaee 
set  cut  bdoie 

InwRtno  thodd  amac  the  foOawiqv  for  ftmher  mfijraunsq  on  voone  it  die  Meeting:  Bwktn  Tnute#  Coo^«w  Lm-d  lattn.  Makjunn. Ltocaui:  Fit  44 171 MJ  1H9| 

VOTING  AND  QIJOR IJM 

(II  An  Invesinr  wishing  lo  attend  and  vur  at  the  Meeting  m person  Bust  product-  at  such  Meereig  thr  Ccnduwefsl  of  Sub-Ibitupaasi  .Vrirmon  or  a vaU  eroty  -jr  vakl  pfoam  m 

r.TfVN.t  ol  wLidi  U*  wnbn 

Cl  An  biVEUrr  may.  by  an  muncaicnr  m v-tmie  m the  Earfish  language  la  "fitm  ijr'protjrl  irgoed  by  the  Invesetf  or.  m the  .sue  ofa  eorpcruwn,  rarcute-J  '«,V  p ccstnacm  seal  t»  swxd 
tmea  behall  by  an  attorney  era  dd,  juth.'m.-d  olhcer  .v'dic  corpoatioo  and  detatered  to  the  irncilicd  UBte  nt'the  Regmrar  rwe  lem  lhan  48  hours  befree  ih>  we  ireed  i'ne  iK. 

VPimtt  ibpra  Ithe  "proty'ito  ad  >ar  hn  or  as  hihalf  n entmeaxm  mhh  ihe  Meeting  amjany  sdf.tinK-d  51th  Moan;  Anv  lowytor  which  ts  a ocrporaoMi  may.  by  dchwmgwany 
.■V7-M  Ur  drhnrd  m ihe  Tnra  Ive-fi  mt  laa  than  48  brain  before  the  time  fried  far  the  M«tiDg  a reytkirmo  of  «a  dtraxor*  or  other  (jouetTWi*  Kdy  autiowe  iDyr-niontojctumi 
represenanvy  U ■rL-prrwjmove'1  in  o emeetmei  end  ihe  Metrag  10J  any  aJpomed  each  Meennc 


Hi 


.\ny(sw.v:r  rept  e wnmuvc  so  appivnieJ  at-sve  dull  vt  tong  at  tuefa  apyrnmuncnt  rcnuBH  in  ftfl  Irace  b:  decmsl  fer  all  purples  m aonmcujn  wlrh  the  Mcetn^  nr  adjnunjci  Meennr. 

■obe  the  lnwvn.T  m reayoa  oldx  ImreiMi  u.  which  rach  appesnsmem  rdatevindthrappoleiiv-m  retpra  therrol'  shdl  be  derated  hr  nich  prpw  irv  m be  the  Inveone 

The  eysg-um  rrtpmpl  fee  Ihe  Meetny  a one  or  more  prfaoni  bang  Invcsioca  t«  bong  yvoae*  of  Npfrsentabvgs  and  buldme  or  ICTmwnlar  not  levs  thui  tatoriurdi  nf  the  reerp.1 

ara'unfleUielnvrumenuh.ffilu.'cmRbcmgCitiUaDdfflg. 

If wchm  half  ini Karr  afrts  the  itnu;  apjramH  for  the  Meewg  a ^ na  b hot  present,  the  Momng  dial]  Hand  admumed  lunlrwthe  IrasriaiidTruuceaaet  otherwJlM  s«h  nc^ 

fi^|Ml«i^|4nwnimethAn«Ja,i.*emavb*,p(Ki^|wilv4d»imancit!mai«ifwibvMwtsgiAi,uehad8«ned5teii6.*C4U(miBijhaBbeoiie<w»ri-penonibeuc 

mwmiol  -Of  heme  |ve.ro..v  Isprewnnuye-  and  h-Ahng  or  repyorrara;  m the  ^xsypreu  leas  dun  -ra:  half  m fvmapal  amount  <rf  the  Inv-tmems  for  thr 

!7*r  ^uucm-TU  anldaiuUbrawatelhHifthc  Inmirre  tnS.T  pn-  ent  urapprpreueiy  n-jynmied  at  the  Meeting  are  otrifiaer*  tn  fcam  a querum,  nrsv 

bauMilBUr7  Kcsuhnu-nB  ,an  In  muilh  euutderml  iher-M.  In  this  win.  Invpaon  would  net  haw  a further  npportumy  to  eonnder  the  Evtaacribmfy  Rrwhdurs  m the 
almmo:  iff  an  'J,yjrcicJ  Medtng  iiuha*  wcdJiMi  be  convened  unlnt  there  vnaa  lufifeval  llkchhoodof  .-uch  (uceum  tequaems  bang  satuntd  therraii. 

Ev  cry  rahmittoJ  tu  lid  h to®,);  will  be  Jr  oinl  a tk-  frm  utsaancr  bv  a alumr  ct  hands.  Ai  the  Mttiing.  imkia  a prll  is  demaiririJbyehecbminorto.»e«Biorepef»tisbe«i(! 

uraues 1 r1  ' T»  .fsroujvi-1  and  boidiig  Of  reprosasang  m the  aflyepre  occ  k^s  thao  reL.-ttfbeth  port . / dn  pnnopal  anuuni  oi‘  ihe  Investments  then  owatandmg,  a 

vTftfit  ?reof .1  the  mralvT  or  cf d*  vn«  reesocded  m fvm  ofor  aguiw  wefa  rewhron. 

rdTdA  Wkheucrrpnhre 

o • wgtiit«a  al  prunei.  any  pofcor  aunlsl  to  more  than  00c  vote  need  n*  use  aB  ha  vote*  or  cw  aB  the  imtenouAicS  hr  iaei«fcdgt  the  amac  way: 

thmh  f**"*4™)  myaiej  the  afimnatwe  vote  ofltnestore  present  m pawn  oricprejaKcdbyrreo  or  reptarnaiswcmintiig  mthe  aggregate  not  La,  than  two- 

rr~  1*—^  “scvnilDl  ae  htentm,  named  by  the  Imatort  who arc  k-  presem  or  represented  at  the  Meeting  lfpaa«cd.an  EtnnootoifyReMlmara  wdlbrlmidmcuixmall  the 
l»e^,u,h.-fhc-uroi*pre-sM^^{A^f^^aArtio.nrMuaonfi 
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division,  of  view  when  he 
the  Royal  United 
Services  Institute  two  weeks 
ago.  While  he  expressed 
strong  support  for  the 
concept  of  ESDI,  he  warned 
his  European  audience  that 
it  could  all  too  easily  be 
misconstrued  on  the  other 
side  of  the  Atlantic.  It  could 
create  the  impression,  he 
warned,  that  Europe  was 
trying  to  build  a 
Europeans-only  alliance  out 
of  Nato.  And  some  US 
politicians  were  all  too  ready 
to  believe  it  as  an  excuse  to 
pack  up  and  pull  out. 

Against  that  must  be  put  a 
surprisingly  positive  public 
attitude  in  the  US  towards 
multilateralism,  as  opposed 
to  unilateralism.  According 
to  the  Chicago  Council  on 
Foreign  Relations,  in  Its 
latest  study  of  American 
public  attitudes  to  foreign 
policy*,  the  majority  (72  per 
cent)  think  that  in 
responding  to  crises  the  US 
should  not  take  action  alone 
if  it  does  not  have  the 
support  of  its  allies. 

The  same  question  put  to 
a “leadership”  sample 
showed  a much  smaller 
majority:  48  per  cent  against 
unilateral  action,  and  44  per 
cent  in  favour. 

What  is  also  clear, 
however,  is  the  profound 
disinclination  for  sending  US 
troops  abroad.  On  no  single 
possible  source  of  conflict  - 
such  as  if  Iraq  invaded  Saudi 
Arabia,  or  if  Arab  forces 
invaded  Israel,  China 
invaded  Taiwan,  or  North 
Korea  invaded  the  South  - 
was  there  a majority  for 
sending  in  US  troops. 

The  US  is  a very  reluctant 
global  policeman,  unless  it 
can  do  it  with  cruise 
missiles. 

The  consequences  for 
Europe  are  grim.  The 
Europeans  cannot  seriously 
contemplate  independent 
security  action  in  the 
foreseeable  future  without 
US  support  But  nor  can 
they  rely  on  the  US  risking 
casualties  in  trying  to 
resolve  a conflict.  So  the 
most  likely  outcome  is  for 
the  Europeans  to  provide  the 
troops,  while  the  US  still 
determines  when  and  where 
to  use  them. 

The  body  bags  will  be 
European.  Is  that  what  ESDI 
is  all  about? 

• American  Public  Opinion 
and  US  Foreign  Policy. 

Editor.  John  E Rielly 


LETTERS  TO  THE  EDITOR 
Strength  will  be  tested  to  destruction 


From  Dr  Raphael 
Paaadoooulos. 

Sir,  Your  leading  article 
“Nato's  test  in  Kosovo" 
(March  23)  raises  a number 
of  fundamental  points,  on 
some  of  which  the  position 
taken  by  Nato  ranges  from 
the  ambiguous  to  the 
self-serving  and  controver- 
sial. Let  me  select  some  of 
these. 

First:  Nato  military  action 
against  Yugoslavia  is  not 
only  its  first  attack  against  a 
sovereign  state:  it  is  also  a 
clear  violation  of  the  Nato 
Charts-. 

Second:  who  decides  that 
the  UN  Security  Council's 
resolutions  on  Kosovo  have 
been  breached  by  the  Yugo- 
slavs? Is  it  down  to  Nato  to 
decide  that,  and  if  so,  on 
what  authority? 

Third:  who  decides  that 
separatist  insurrection  tn 


Yugoslavia  is  so  different 
from  timfigr  situations  else- 
where as  to  justify  Nato  mili- 
tary action? 

Fourth:  in  view  of  the 
undisputed  selectivity  in 
. choosing  the  targets  for  mili- 
tary action.  - sometimes 
without  explicit  authority 
from  the  United  Nations  - is 
it  not  premature  and  danger- 
ous to  assume  that  such  pre- 
cedents constitute  “develop- 
ments in  modern  law"  which 
secure  - for  Nato  - the  right 
ixi  ripfjdp  if  and  when  mili- 
tary action  is  justified  in 
order  to  prevent  humanitar- 
ian catastrophes? 

Fifth:  the  apparent  consen- 
sus, to  which  you  refer,  is 
based  on  an  understandable 
desire  and  expectation  that 
the  international  community 
must  do  something  to  allevi- 
ate the  plight  of  the  Koso- 
vars rather  than  an  an 


agreed  policy  on  means  ami 
objectives.  From  this  l* 
follows  that  the  strength  a 
the  consensus  will  be  tested 
to  destruction  when  and  if  it 
becomes  necessary  to  esca- 
late the  action  beyond  the 
initial  air  strikes. 

Under  such  circumstances 
the  reluctance  of  some  Nato 
members  to  sanction  any 
escalation,  combined  with 
the  opposition  of  some  mem- 
bers of  the  UN  Security 
Council  to  military  action  in 
the  first  place,  is  likely  to 
bring  the  whole  operation  to 
an  abrupt  end. 

H?s  anyone  - within  or 
outside  Nato  - any  good 
thoughts  as  to  the  direction 
in  which  “modern  law”  is  to 
develop  beyond  that  point? 

Raphael  papadopoulos, 

52  Asmuns  Place, 

London  NW11  7XG,  UK 


UK  contributes  three 
times  more  than  France 


From  Ms  Patricia  Hetritl, 

MP. 

Sir,  The  table  you  printed 
with  Quentin  Peel’s  article 
“'British  cheque'  arouses 
ire"  (March  23)  showed  the 
UK  as  a smaller  net  contrib- 
utor to  the  EC  budget  than 
France.  This  is  quite  mis- 
leading. 

Your  figures  are  based  on 
the  European  Commission's 
technical  definition  of  “UK 
rebate  budgetary  balances". 
These  figures  have  little  to 
do  with  the  real  world.  They 
have  been  produced  on  a 
notional  basis  that  artifi- 
cially cuts  the  UK  contribu- 
tion by  redistributing  Cus- 
toms duty  revenue  around 
the  EU.  The  figures  are  pre- 
pared for  the  technical  pur- 
pose of  calculating  the  abate- 
ment. rather  than 
representing  a sensible  pic- 
ture of  member  states'  net 
balances. 

The  measure  of  net  bal- 
ances that  matters  is  the  dif- 


ference between  the  amount 
of  money  a country  actually 
pays  and  the  amount  it  actu- 
ally receives.  On  this  basis 
the  UK  contributes  far  more 
than  the  Commission  figures 
you  use  - and  more  than 
three  times  what  France 
contributes. 

The  1997  figure  is  further 
distorted  owing  to  the  large 
annual  variances  in  contri- 
butions. The  Commission 
recognises  this  fact  in  its 
Own  Resources  report  of 
October  1998  (page  34):  .“1997 
is  unrepresentative  for  the 
UK  because  of  the  exception- 
ally high  variability  of  the 
rebate  in  this  year."  A 
1996-97  average  is  therefore 
more  representative. 

To  set  the  record  straight  I 
submit  a revised  table  using 
European  Commission  fig- 
ures for  accounting  budget- 
ary balances  (see  above 
right).  This  table  is  a more 
accurate  representation  of 
the  UK's  position  as  the 


Wet  confrftH^ons  to  EC  - 

budget 

1995-97 

(Ecum) 

Belgian 

14Q4S 

Danmsfk  . 

2205 

Germany 

-11.53BJ 

Greece 

39BS8 

Spain  - 

8045 

Fiance' . 

-CH&jr 

Ireland  .... 

2302.2 

Italy 

-628J8 

Userntnug 

7355 

Nethertatis 

-21764 

Austria  . . 

-5992 

Portugal 

. 28709 

Rntenri 

34 

Sweden 

-5945 

UK 

-28485 

Some  EC  tew  kraxanoog  txngeai 

Balaoan 

second  largest  net  contribu- 
tor to  the  EC  budget.  0 

Patricia  Hewitt, 
economic  secretary  to  the 
Treasury, 

Treasury  Chambers. 
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Twice  damned 

John  Mason  says  that  the  second  judgment  against  Pinochet  in  Britain’s  House  of 
Lords  is  more  rigorously  argued  than  the  first  and  thus  harder  to  ignore 


There  is  no  date  far 
his  trial  The  war- 
rant for  his  extradi- 
tion is  still  being 
argued  over.  But  for  many 
human  rights  campaigners, 
General  Augusto  Pinochet 
has  already  had  his  day  of 
judgment. 

For  the  second  time,  the 
House  of  Lords,  Britain’s 
highest  court,  ruled  that  the 
former  Chilean  dictator  and 
Senator  for  Life  could  be 
extradited  to  Spain,  where 
he  is  wanted  on  charges  of 
torture  and  other  human 
rights  crimes. 

Six  law  lords,  endorsing  an 
earlier  ruling  last  November, 
said  Gen  Pinochet  did  not 
enjoy  immunity  from  prose- 
cution as  a former  head  of 
state. 

Outside  the  Houses  of  Par- 
liament, Chilean  exiles  and 
human  rights  campaigners 
were  exultant.  During  an  all- 
night  vigil,  they  had  planted 
3,000  small  wooden  crosses 
for  every  person  who  had 
“disappeared”  during  Gen 
Pinochet's  17-year  rule. 

Ariel  DorCman.the  Chilean 
playwright  and  a long-time 
Pinochet  foe,  said:  “It  is  a 
great  victory  for  humanity. 
It  is  a great  victory  for  our 
dead  who  have  haunted 
Pinochet  and  who  will  not 
let  him  go.  The  House  of 
Lords  have  decided  that  tor- 
turers can  no  longer  take  tea 
with  Mrs  Thatcher." 

It  was  a custom  of  Gen 
Pinochet  to  pay  a visit  to  the 
former  prime  minister  when- 
ever he  came  to  London. 

Until  the  ruling  by  the 
House  of  Lords,  former  dicta- 
tors like  Gen  Pinochet  were 
not  encumbered  by  their 
past,  either  at  home  or 
abroad. 

Human  rights  groups 
therefore  heralded  the  judg- 
ment as  a milestone  in  inter- 
national law,  which  finally 
gave  substance  to  conven- 
tions against  torture  and 
other  crimes  against  human- 
ity. 

Amnesty  International 
said  the  judgment  created  a 
valuable  precedent  for  the 
future.  "The  message  is  loud 
and  clear.  Head  of  state 
immunity  does  not  grant  the 
freedom  to  commit  crimes 
against  humanity  and  acts  of 
torture,”  the  human  rights 
group  said. 

The  law  lords  called  to 
hear  the  Pinochet  case  had 
two  main  issues  to  decide. 


General  Pinochet  Ihe  waiting  is  finally  aver 


First,  did  General  Pinochet 
enjoy  immunity  from  prose- 
cution as  a former  head  of 
state?  Second,  did  the 
alleged  crimes  or  torture  and 
hostage-taking  fit  the  legal 
definitions  of  “extraditable 
crimes"  which  would  allow 
extradition  to  take  place? 

On  the  first  issue,  the  law 
lords  ruled  by  a six-to-one 
majority  that  Gen  Pinochet 
was  not  entitled  to  immu- 
nity from  prosecution. 

There  were  disagreements 
about  precisely  when  Gen 


commit  an  international 
crime  is  to  perform,  a func- 
tion which  international  law 
protected. . .” 

On  the  second  issue,  a 
majority  of  six  to  one  ruled 
that  only  crimes  that 
occurred  after  September 
1988,  when  the  torture  con- 
vention was  ratified,  fitted 
this  definition. 

The  effect,  as  they 
explained,  was  drastically  to 
reduce  the  number  of 
offences  for  which  Gen  Pino- 
chet can  be  extradited. 


‘It  is  a great  victory  for  our  dead  who 
have  haunted  Pinochet  The  House  of 
Lords  has  decided  that  torturers  can 
no  longer  take  tea  with  Mrs  Thatcher1 


Pinochet  had  lost  his  immu- 
nity. Some  argued  it  was 
when  the  International  Con- 
vention against  Torture  was 
ratified  in  1986  by  the  UK. 
Spain  and  Chile.  Two  law 
lords  thought  heads  or  state 
had  never  enjoyed  immunity 
against  these  crimes. 

But  Lord  Brown-Wilkin- 
son,  summarising  the  judg- 
ment, said:  “Torture  is  an 
international  crime  over 
which  international  law  and 
the  parties  to  the  Torture 
Convention  have  given  uni- 
versal jurisdiction  to  all 
courts  wherever  the  torture 
occurs.  A former  head  of 
state  cannot  show  that  to 


These  charges  cover  cases  of 
torture  and  conspiracy  to 
torture  between  1988  and 
1990,  when  the  dictator  was 
preparing  Chile’s  transition 
to  democracy  and  human 
rights  abuses  were  less  fre- 
quent that  in  the  years  after 
the  1973  coup. 

The  fete  of  General  Pino- 
chet himself  is  now  uncer- 
tain. The  drastic  cut  in  the 
number  of  charges  he  feces 
means  he  may  well  escape 
prosecution.  But  Baltazar 
Garza  n.  the  Spanish  magis- 
trate who  is  seeking  the  gen- 
eral’s extradition,  said  yes- 
terday he  would  continue 
with  his  case. 


So  what  happens  next? 
The  decision  on  whether  to 
approve,  or  deny,  Gen  Pino- 
chet’s extradition  to  Spain 
rests  with  Jack  Straw,  home 
secretary.  In  December,  he 
granted  Spain’s  extradition 
request,  and  government 
officials  said  Mr  Straw  was 
likely  to  maintain  his  posi- 
tion. 

But  Geu  Pinochet's  law- 
yers are  likely  to  challenge 
any  such  ruling  and  there 
could  be  a lengthly  argu- 
ments in  the  courts.  What- 
ever happens,  the  83-year-old 
general  is  likely  to  be  forced 
to  stay  in  Britain  for  many 
more  months. 

Some  international  law- 
yers disagreed  with  the  judg- 
ment. Jeremy  Carver,  a part- 
ner with  the  law  firm 
Clifford  Chance,  described 
the  judgment  as  a "pig’s 
breakfast".  Mr  Carver 
believes  the  judgment  could 
create  international  havoc 
and  hinder  the  creation  of 
the  one  body  which  could 
effectively  try  human  rights 
abuses:  the  proposed  Inter- 
national Criminal  Court.  The 
judgment,  he  warned,  will 
“feed  all  the  prejudices"  of 
senior  US  politicians 
opposed  to  the  court.  With- 
out US  support,  the  court 
will  lack  credibility. 

The  ruling  was  the  second 
time  the  law  lords  pro- 
nounced on  the  Pinochet 
case.  The  first  ruling  was  set 
aside  because  it  was  decided 
that  Lord  Hoffmann,  one  of 
the  five  original  law  lords, 
should  have  been  disqualif- 
ied because  he  was  a direc- 
tor of  a charity  ran  by 
Amnesty  International,  itself 
a party  to  the  case. 

Many  lawyers  argued  the 
complex  issue  benefited  from 
the  enforced  second  opinion. 
Many  considered  the  first 
ruling  was  too  broadbrush 
and  lacked  detailed  reason- 
ing. 

Yesterday’s  ruling,  how- 
ever, was  more  fully  argued 
and  was  widely  seen  as  more 
rigorous.  It  was  therefore 
exP®cted  to  create  legsd  pre- 
cedents of  greater  authority, 
most  lawyers  argued. 

As  for  Gen  Pinochet,  he 
may  well  get  off  in  the  end. 
Prosecutions  need  evidence 
to  be  produced,  and  without 
the  cooperation  of  the  Chil- 
ean government,  which  has 
been  lobbying  noisily  for  his 
safe  return,  any  prosecution 
may  fail. 
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Yesterday's  unanimous 
nomination  of  Romano  Prodi  for 
. the  post  of  president  of  the  Euro- 
pean Commission  was  a speedy 
and  welcome  move.  It  is  a great 
shame  that  the  same  urgency  is 
not  being  applied  to  the  appoint- 
merit  of  a frill  new  Commission. 

Mr  Prodi  was  probably  the  best 
candidate  for  the  post,  given  the 
difficulty  in  finding  someone  at 
such',  short  notice.  But  the  tacif 
ahead  of  him  is  huge.  The  damn- 
ing report  by  the  “wise  persons" 
revealed  not  just  a few  instances 
of  corruption  and  fraud,  but  a 
whole  culture  of  mismanagement 
. and  a widespread  failure  to  take 
responsibility.  These  problems 
have  In  be  tackled  not  just  at  the 
top  level,  but  throughout  the 
whole  Commission.  At  the  same 
tSm6,  though,  Mr  Prodi  has  to 
give’ the  Commission  a positive 
new  sense  of  Identity,  and  restore 
morale  to  an  Institution  which 
has  been  so  roundly  criticised. 

' Mr  Prodi's  strong  reputation 
for  honesty,  together  with  his 
affable  and  down-to-earth  person- 
alty, mean  that  he  has  a chance 
oftacblevtag'  these  objectives. 

■,Se  should'  also  be  greatly 
helped,  by  the  new  powers 
gta$ed  to  him  under  the  Amster- 
daitf  ^Treaty,  soon  to  be  ratified. 
Afr^&odi  will  have  discretion 
bpefjthe  appointment  of  new 
Commissioners.  He  will  have 
mote  latitude  in  dividing  portfo- 
lios between  the  Commissioners, 
a neb  In  removing  work  from 
badly-performing  individuals. 

If  used  to  the  full,  these  powers 


in  the 
seat 


wfll  make  the  Commission  mucb 
more  independent  from  the 
horse- trading  of  jobs  by  member 
governments,  which  exemplified 
the  culture  of  cronyism  in  thp 
institution. 

Alongside  the  clean-up,  there 
must  be  an  effort  by  member  gov- 
ernments to  define  more  clearly 
just  what  the  role  of  the  Commis- 
sion should  be.  An  unwieldy 
workload  was  one  of  the  factors 
contributing  to  the  problems  of 

mismanagement 

The  priority  now  is  to  select  a 
frill  new  Commission;  yet  there 
seems  little  chance  of  Hrin  hap- 
pening quickly.  The  European 
Council  said  yesterday  that  can- 
didates will  be  discussed  with  Mr 
Prodi  over  the  coming  months, 
and  that  a new  Commission  wifi 
be  ratified  following  June's  elec- 
tions to  the  European  Parlia- 
ment This  means  that  the  cur- 
rent discredited  Commission  will 
continue  on  a caretaker  basis 
until  July  at  the  earliest 

This  delay  - which  appears  to 
be  politically  motivated  - threat- 
ens great  harm  to  the  symbolic 
cleansing  of  the  Commission,  and 
risks  a damaging  sense  of  drift  A 
new  Commission  should  be 
selected  quickly,  with  Mr  Prodi 
taking  a leading  role  in  the  pro- 
cess. Whatever  the  constitutional 
difficulties,  it  should  be  possfble 
to  ratify  the  posts  by  May,  before 
Parliament  is  dissolved.  Only 
when  the  representatives  of  past 
failings  are  out  of  office  can  the 
overhaul  of  the  Commission 
really  begin. 
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No  hiding  place 


.1.77  " ■ Aupasto  Pinochet  the  former 

■ dictator  of  Chile,  may  escape 

„ '7  7":  punishment  for  his  crimes,  but 

/ 7 - other  torturers  throughout  the 

r~  .world  roust  be  careful  not  to  visit 
shops  or  clinics  in  London. 
Yesterday's  judgment  by 
. gritahi's.  Law  Lords  established 
--  . that  torture  is  a special  crime 
— - ■ that  can  be  pursued  beyond  inter- 

' - national  boundaries  - uncon- 

strained  by  sovereign  or  chplo- 
'.7  C ■ malic  immunity. 

- • - The  ruling  that  there  is  no  civi- 

-.  • £ >.  . *.  Used  refuge  for  torturers  applies 

strictly  to  British  law  only.  But 

- r :.c . because  it  is  largely  based  on  the 

■ :-r  . • 1384  Torture  Convention,  agreed 

:-2i:  -by  more  than  110  states  including 

CSrife  it  is  Ukely  to  have  a wide 

- international  significance. 
Fortunately  for  Mr  Pinochet, 

. ,7.^  . the  UK  did  not  ratify  this  conven- 

.-A=r  j ^ tkm  until  1988,  16  years  after  he 
''  W seized  power  and  instituted  a 
"■77  * ■■  - * reign  of  terror.  The  Lords  ruled 
7 ...  that  -the  Spanish  application  to 
"7-.  ..extradite  him  to  face  charges 
. . -carmot  be  allowed  in  respect  of 
■’-'l'.  crimes  committed  before  that 
• ■ '7 ' • • date.  This  requires  Jack  Straw, 

*rV.f-  . the  home  secretary,  to  reconsider 
r:7  , Spain’s  extradition  request  on 
■-•-’•7-  ••  the.  basis  of  a mucb  narrower 

• ’ • .•  of  charges.  These  are  the 

allegations  of  torture  in  the  last 

- years  of  Mr  Pinochet’s  rule,  from 

- w- " 1888  to  . 1990.  Mr  Straw  will  give 

. his  new  judgment  shortly. 

' : - -As'Lord  Browne-1 Wilkinson,  the 

•_  '7  a-'i.  senior  Law  Lord,  said  in  Mb  opiri- 
-ion,,  there  is  little  doubt  that 


“appalling  acts  of  barbarism" 
were  committed  by  the  Pinochet 
regime.  But  (as  he  hinted)  the 
precise  charges  against  him  after 
1888  might  not  be  enough  to  war- 
rant extradition. 

The  important  point  of  princi- 
ple, however,  is.  that  state,  torture. 
Is  now  an  extraditable  offence  in 
the  UK  whatever  the  rank  of  the 
perpetrator,  as  it  may  become  in 
other  toflnffieS.  BecSuderae  19B4 1 
convention  applies  specifically  to 
torture,  state-sponsored  murder 
can  still  hide  behind  the  cloak  of 
diplomatic  immunity. 

This  is  clearly  anomalous.  But 
more  broadly,  the  principle  of 
diplomatic  immunity  must  be 
breached  only  in  extreme  cases. 
Otherwise  most  heads  of  state 
and  their  representatives  would 
be  forced  to  stay  at  home. 

It  is  unfortunate  that  the  Law 
Lords  needed  two  attempts  to- 
reach  this  conclusion,  after  a 
divided  first  judgment  set  aside 
because  one  member  failed  to 
declare  an  interest 

This  unsatisfactory  process 
emphasises  the  need  for  reform 
in  the  way  the  Uk’s  highest  court 
is  appointed  and  operates. 

However,  the  Lords  have  now 
made  the  law  on  torture  admira- 
bly dear.  It  accords  with  a com- 
mon-sense view  of  what  the  inter- 
national treaty  intended;  and  if  it 
were  to  do  no  more  than  put  Lon- 
don off  limits  for  despots,  that 
-would  stflTsend  a ringing  decla- 
ration to  the  world. 
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Nato  politics 
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Giving  their  armed  forces  the 
great  light  to  bomb  Yugoslavia 
jshpjxld.  .riot  .be  an  excuse  for 
politicians  to  abdicate  con- 
itr&jr.  Their.  military  strategy 
be  tailored  to  isolate  Pres- 
k^^Siobodan  Milosevic.  The 
that  he  might  yet  be  bol- 
stered-'by  a rising  tide  of  anti- 
tNatofiemtimeat.: 

^--Igsgntrportionately. heavy  air: 
states  could  splinter  alliance 
•HUiityl.fuel  Russia's  opposition, 
ifpjf/^rrtrihnte  to  widening  the 
war  ^ though  on  this  last  point 
birth  sides  have  their  part  to  play. 
Yugoslavia  has  warned  five  of  its 
neighbours  not  to  help ' Nato.. 
which  in  turn  has  promised  to 
the  same  five  if  they  are 
'attacked- .by.  Yugoslavia. 

.fvSft>fer,  Nato  governments  seem 
united  on  ■ bombing,  but  their 
publics  and  parliaments  are  not. 
The  US  Senate  endorsed  the 
.-strikes  by  an  underwhelming 
-§£41  vote.  The  cautious  state- 
ment- on  Kosovo  issued  by  the 
European.  Dmon’s  Berlin  summit 
. refleets  a different  set  of  senmMt- 
ttijea.  The  four  neutral  EU  nations 
cannot  carry  criticism  of  military 
action  too  far  for  fear  of  ■ 

dising  -their  part  in  the  eu  s 
future- defence  ambttio11*-  ®ut 
Austria  yesterday  gave  Nato  an 
awkward  reminder  of  thejray 
many  yiew  . the  alliance  action, 
when  It-  said:  it  would  not  allow 
Nato  bcaribers  to  cross  its  teoi- 
tary  because  .they  , were  not  carry- 
ing out  a mission  approved  by 


the  United  Nations  Security 
ConndL 

Nato's  sidestepping  of  specific 
UN  approval  has  infuriated  Rus- . 
cifl,  which,  otherwise  could,  have 
vetoed  the  bombing  in  the  Secu- 
rity Council-  But  some  of  Rus- 
sia’s reaction  has.  been  neither 
credible  nor  clever.  Moscow's 
fwroat  to  start  ignoring  the  UN 
arms  embargo  on  Yugoslavia- 
begs  the  question  of  whether 
they  have  obeyed  it  in  the  first 
place,  and  would  in  any  casetjar 
with  their  complaint  about 
Nato’s  disregard  of  the  UN.  And 
Yevgeny  Primakov,  the  Russian 
. prime  minister,  shot  himself  in 
the  foot  by  cancelling  his  Wash- 
ington trip.  His  return  . to  Moscow 
set  hack  Russia's  hopes  of  getting 
badly  needed  International  Mone- 
■ taxy  Pond  money. 

. This  gesture,  so  clearly  against 
its  own  self-interest,  indicates  .the 
depth  of  Russian  resentment  at 
being  Ignored  by  Nato.  This 
should  be  heeded.  However  its 
■Balkan  venture  turns  out,  Nato’s 
core  role  remains  collective 
defence  of  its  members,  for  whom 
the  only  real  future  threat  te  a 
Russia  resurgent  and  resentful. 

So  in  the  coming  days  rad 
niahts,  Nato  should  limit,  its 
attacks  to  what  is  needed  to  halt 
Serb  aggression  in  Kosovo.  They 
should  be  ready  to  respond  to 

any  serious  peace  overture  from 
Belgrade,.  As  Ctausewltz  taught, 

-war  and  diplomacy  are  indistin- 
guishable- 


End  of  the  China  goldrush 

Foreign  investors  have  been  conducting  a love  affair  with  the  People's  Republic  for  two  decades. 

But,  says  James  Harding,  attitudes  are,  changing  and  the  infatuation  is  starting  to  wane 

When  asked  how  long  TiS  rtnumed  nut  «f  the  refrieara- 

is  a long-term 
investment  in 
China,  ~ Camillo 


When  asked  how  long 
is  a long-term 
investment  in 
China,  ~ Camillo 
Donati  replies:  “Thirty  years.”  He 
should  know.  He  came  to  China 
in  1984  to  look  at  business  oppor- 
tunities for  Iveco,  the  Italian 
truck-maker. 

After  setting  up  a cooperation 
programme  with  a Chinese  fac- 
tory. he  moved  into  a local  hotel 
roam  in  1988  and  has  been  living 
there  ever  since.  He  began  nego- 
tiating a joint  venture  in  1992, 
and  four  years  later,  Iveco  pro- 
duced Its  first  truck  made  In 
China.  If  things  go  according  to 
plan,  the  company  will  make  a 
return  on  its  3200m  Investment 
around  2002.  - nearly  20  years 
after  Mr  Donati  arrived. 

Patience  Is  an  essential  ingredi- 
ent for  doing  business  in  China. 
But  these  days  it  is  in  increas- 
ingly short  supply.  After  nearly 
two  decades  in  which  companies 
have  made  allowances  for  Chi- 
na’s idiosyncrasies,  something 
extraordinary  has  been  happen- 
ing to  corporate  attitudes 
towards  the  People’s  Republic: 
business  has  begun  to  treat 
. China  more  Hfrg  any  other  coun- 
try. 

The  pioneers  who  arrived  in 
the  1980s  - including  Iveco  and 
Unilever,  the  Anglo-Dutch  con- 
sumer  goods  group  - were  will- 
ing to  waive  their  usual  invest- 
ment criteria  in  order  to  stake 
out  a position  in  the  world’s  most 
populous  nation  and  most  prom- 
ising economy.  The  second  wave 
of  companies  - such  as  General 
Motors -and  many  of  the  world's 
biggest  banks  - brought  record 
flows  of  foreign  Investment, 
which  fuelled'  China’s  rapid 
growth  in  the  l99Qs.  ' 

But  in  the  past  year,  the  China 
goldrush  has  come  to  an  end.  fig- 
ures published  yesterday  show  a 
9.5  per  cent  decline  in  foreign 
direct  investment  in  January  and 
February,  raising  the  likelihood, 
that  inward  investment  will  fell 
in  1999  for  the  first  time  this 
decade. 

- Although  EDI  did  not  grow  last . 
year,  it  was  still  a hefty  $45.6bn 
(£28bn),  making  China  the  largest 
recipient  of  foreign  investment 
after  the  US,  and  easily  the  larg- 
est among  developing  countries. 
This  year,  however,  the  outlook 
is  glum,  in  private,  Beijing  offi- 
1 dais  say  EDI  could  slump  to  as 
little  as.$15bn.  Shanghai,  once 
again  a .trendsetter,,  saw  .foreign, 
investment  fell  by  a quarter  last 
year. 

Underlying  this  decline  is  a 
hrtfi-e*  hai*d-nose<Pand  cost-con- 
scious approach  to  doing  busi- 
ness in  China. 

“The  bloom  is  off  the  tosb,” 
says  Bill  Fischer,  dean  of  the 
China  Europe  International  Busi- 
ness School  in  Shanghai.  “Every 
day.”  he  says,  executives  tell  him 
they  are  not  malting  money  and 
do  not  know  how  much  longer 
they  can  stick  it  ouL  As  one  Ger- 
man banker  puts  it,  the  China- 
sceptics  are  in  the  ascendancy  1 
back  in  Frankfurt:  “All  those 
people  with  a negative  attitude  to 
China  are  in  a stronger  position,” 
be  says. 

The  waning  infatuation  with 
China  comes  at  an  awkward  time 
for  the  government,  both  in  its 
handling  c£  the  economy  and  in 
its  dealings  with  the  West  For- 
eign direct  investment  has  cre- 
ated much-needed  jobs,  particu- 
larly in  eastern  China  where  . 
.state-owned  companies  are  laying 
off  workers.  If  foreign  investment 
dries  up,  it  win  be  a further  drag 
on  a slowing  economy. 

It  might  also  have  a political 


impact.  In  the  US,  companies 
with  assets  in  China  have  usually 
supported  a policy  of  “construc- 
tive engagement”  (ie,  friendly 
relations}. with  China.  If  they 
become  cooler  about  investment 
there,  supporters  of  the  more 
hostile  policy  of  “containing 
China"  may  become  more  influ- 
ential. 

. The  decline  in  foreign  invest- 
ment is.  likely  to  weigh  era  the 
mind  of  prime  minister  zhu 
Rongji  as  he.  heads  next  month  to 
Washington  for  discussions  on 
his  country's  long-standing  bid  to 
join  the  World  Trade  Organisa- 
tion. A WTO  deal  could  do  much 
to  rebuild  the  confidence  of  the 
foreign  community  in  China. 

Changing  investor  perceptions 
about  China,  therefore,-  have 
political  repercussions.  More 
immediately,  they  are  having  an 
impact  on  the  way  businesses  are 
managed. 

For  a small  but  growing  num- 
ber of  companies,  business  condi- 
tions have  prompted  a painful 
retreat  A few  recent  examples: 
Royal  Bank  of  Canada  has  pulled 
out  of  China,  worried  about  the 
health  of  the  financial  sector; 
Southwestern  BeQ  of  the  US  has 
withdrawn  from  a planned  tele- 
communications venture  because 
of  regulatory  obstacles;  and  Fes- 
ters of  Australia  is  selling  its  Chi- 
nese breweries  after  foiling  to 
turn  a profit  in  China's  oversnp- 
phed  beer  market  Marts  & Spen- 
cer of  the  UK  dosed  its  Shanghai 
office  recently,  after  shelving 
plans  for  a.  store  there. 

Retrenchment  is  more  common 
than  retreat  Companies  such  as 
Unilever  and  Motorola,  the  US 


telecoms  giant,  have  been  cutting 
costs  by  replacing  expensive 
expatriate  employees  with  local 
staff.  Moreover,  new  projects 
have  been  put  on  hold.  Last  year, 
the  value  of  foreign  investment 
deals  fell  by  7 per  cent,  while  the 
number  of  contracts  signed  was 
down  to  nearly  half  of  what  it 
was  in  1995. 

Making  more  business-like 
decisions,  of  course,  Is  not  to  say 
that  foreign  investors  are  desert- 
ing China.  There  are  many  com- 
panies still  maMng  money,  some 
of  them  a lot.  For  them,  the 
China  dream  is  still  alive. 

In  December,  the  first  Buick 
rolled  off  a Si^bn  General  Motors 


The  phrase 
‘long-term  player*  is 
often  assumed  to  be 
a euphemism  for 
‘still  losing  money’ 


production  line  in  Shanghai.  The 
car  is  a testament  to  GM's 
long-term  faith  in  China,  rather 
thaw  a measure  of  the  demand 
for  luxury  sedans  in  what  has 
proved  to  be  a stubbornly  disap- 
pointing passenger  car  market 
For  some  companies,  a China 
presence  Is  crucial  to  their  global 
ambitions.  For  others,  it  is  about 
a stake  in  China's  future.  But  in 
many  boardrooms,  enthusiasm 
for  China  has  evidently  cooled. 
So  what  has  tempered  business 
perceptions? 


Many  businesses  have  only 
themselves  to  blame.  Some  com- 
panies misread  the  market’s 
potential,  believing  the  hype 
about  the  land  of  a billion  shop- 
pers. Had  these  enthusiasts  been 
more  diligent  in  their  market 
research,  they  might  have  dis- 
covered that  the  demand  for 
many  western  products  was  still 
in  the  millions  rather  than 
billions. 

Others,  in  their  eagerness  to 
get  a toehold  in  China,  left  their 
commercial  common  sense  at 
customs.  In  some  cases,  this 
meant  rushing  into  unworkable 
joint  ventures,  or  surrendering 
managerial  control  to  untried, 
even  unknown,  local  partners. 

Whatever  the  failings  of  for- 
eign investors,  however,  there 
have  been  three  changes  inride 
China  that  have  forced  them  to 
reconsider  their  operations.  First, 
the  rapid  rise  of  domestic  compe- 
tition has  taken  many  foreign 
companies  by  surprise.  In  the 
personal  computer  market,  for 
example,  foreign  investors  have 
seen  their  hard-won  share  of  the 
market  quickly  lost  to  rising  Chi- 
nese PC  makers.  Compaq  Com- 
puter was  the  market  leader  in 
1994  with  a 21  per  cent  share  of 
China's  personal  computer  busi- 
ness. Now  ft  has  9 per  cent,  while 
Beijing-based  Legend  Computer 
is  the  country's  most  successful 
PC  maker,  with  a LL5  per  cent 
market  share. 

China’s  white  goods  makers, 
such  as  Hater  and  Kelon,  have 
done  an  even  more  comprehen- 
sive job  of  beating  back  foreign 
brands,  which  is  one  of  the 
reasons  why  Whirlpool  of  the 
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Prodi  fells  on 
his  feet 

As  they  baked  the  celebratory 
pizzas  in  Rome  yesterday, 
Romano  Prodi  must  have  been 
chewing  on  the  fickleness  of  fete. 

Three  months  ago,  the  former 
Italian  prime  minister  put  his 
chances  of  landing  the 
. presidency  of  the  European 
Commission  at  “not  more  than 
20  per  cent"-  A flttfe  later  he  said 
he’d  probably  puH  out  “in  the 
‘■next  few  days"  to  concentrate  on 
his  domestic  ambitions. 

All  along  he  thought  that  Javier 
Solana,  the  Nato 
- secretary-general,  who  is  now 
busy  brooding  on  the  Kosovo 
crisis,  would -probably  beat  him 
to  the  prize. 

Prodi  efidnt  reckon  on  things  • 
bring  speeded  up  by  the  recent 
bloodletting  at  the  European 
Commission. 

Though  he  may  be  thanking 
the  stars;  not  all  hte  fans  will  be 
as  thrilled.  His  own,  newly 
formed  political  party  was 
motoring  along  very  nicely  and 
plenty  of  his  followers  thought 
they'd  be  in  the  Euro-parliament 
before  long. 

Now  Prodi's  all  but  certain  to 
be  in  Brussels,  but  hfe  friends 
may  find  tiieyNe  Just  lim  out  of 
gas- 

Cybemews 

Boss  Alan  Greeaberg  may  be 
loath  to  admit  It,  but  the . 


Atlanta-based  Internet  News  ' 
Company  bears  an  uncanny  . 
resemblance  to  another  media 
company  in  town. 

With  the  initials  GNN  (standing 
for  Greenberg  News  Network) 
and  a newsroom  dotted  with 
former  CNN  folks,  his  outfit  looks 
to  be  following  in  some  vei^big 
footsteps.  . 

Over  the  past  year  Greenberg, 
a former  Esquire  publishervj^as  - 
srir  up  GNN  and  a newsservice, 
Medcast  Network,  vijhJcR’  £ :J.- 
provides  healthcare  IrrfbBgjffibn 
to  doctors  all  over  the  OSfcS't “ 
through  the  Internet^:'  . 

Yesterday  he  onveSed^y  ^p  - [ 
computer  jdst  for  dochte|^ra£  .-  • 
he’s  already  hired  away 
top  health  reporters. 
producers.  . 

Does  Greenberg  tjkjStg^even 
the  thought  of  betn&iA&|jgra9;.- 
next  Ted  Turner?  Yes.  b^^h’t 
expect  him  to  stay  so,«3yfof 
tong‘ 

Mecca-boun^^it 

Malaysian  Prime  Miitfsfetfi' . . 
Mahathir  Mohamad  teoff  'ph  the 
HaJ,  the  pdgrtmagato  Mecca 
Moslems  are  requfred  toftrtaka 
once  In  a lifetime,  •’i  1 

Only  one  dedalt  this  is  the 
premier's  second  top.  • f. .. 

Mahathir  must  havadedded  he 
needs  all  the  prayersitp&p  get- 
Ha’s  provoked  an  - 
unprecedented  backias^inriRst 
his  18-year  frign  by  sacfejfjg 
former  deputy,  and.  rivaL Astyvae- 
Ibrahlm,  who  was  feae0:kftd 


beaten  by  police  after 
accusations  he  committed  saxuri 
misdeeds  and  abused  his  power 
to  conceal  them. 

The  HaJ  cant  hurt  Mahathir’s 
chances  in  future  pods.  Anwar  . - . 
always  portrayed  himself  as  toe 
more  roSgkxjs  of  the  two  men, . 
earning  a wide  following  among 
the  country’s  Moslem  majority. 

But  undercurrent 
circumstances  he's  not  going  to  ; , 
pop  up  in  Mecca  any  time  soon. 

Farewell  Flynn 

Padrrig  Flynn,  Ireland's  garixrtpus 
European'  Commissioner,  has  > 
deckled  Lto  Jump  before  being 
pushed. 

Rynri  confirmed  yesterde^he^d 
not  be  seeking  to  hold  on  to  his 
position  In  a caretaker  role. 

“You -can  conclude  that  I have 
no  desire  to  be  reappointed.  I 
have  no.  interest  In  bring  part  of 
a lame-duck  commission,’  he 
grumbled. 

Even  before  the  current 
commission  met  its  end,  Flynn's 
future  was  In  doubt  over 
allegations  relating  to  his  time  as 
a party  treasurer  in  the  late 
1980s. 

But  with  Ireland's  coalition 
government  already  relying  on 
Independents  to  sustain  Its 
majority,  prime  minister  Bertie 
Ahem  has  been  left  in  an 
awkward  spot,  with  little  choice 
but  to  go  outside  his  party  for 
Ireland's  new  man  o’ woman  In 
Brussels. 

As  for  Flynn,  he  returns  home 


to  face  a payments  to  politicians 
tribunal  later  this  year.  Only  two 
months  ago  he  was  regaling  an 
Irish  television  audience  about 
the  onerous  responsibilities  of 
having  to  run  homes  In  Brussels, 
Dublin  and  Castlebar. 

Perhaps  after  the  latest  turn  of 
the  merry-go-round,  Flynn  the 
. Provider  as  he  was  once  known, 
will  settle  for  the  more  frugal 
surroundings  of  his  county  Mayo 

home-  ' 

Up  in  smoke 

,Oo  you  worry  for  your  health 
every  time  you  have  a puff?  ■ 

Taiwan’s  tobacco  monopoly  is 
looking  to  ease  your  mind  with  a 
new  brand  of  cigarette,  set  for 
safe  this  summer,  that  wfll  mix 
the  poisonous  weed  with 
Chinese  herbal  remedies  flke 
loquat  leaves  rad  orange  peri. 

• A cigarette  that's  good  for 
you? 

K ft  works,  ft  might  stop  a few 
class-action  suits.  But  Observer 
is  coughing  and  spluttering  with 
disbelief. 

Comrade  Blair 

Hot  news  from  one  of  the  more 
passionate  pro-Pinochet 
web-rites,  undeterred  by 
yesterday's  ruling  on  the  saintly 
general:  ^Tony  Blair  is  the  prime 
minister  of  England.  He  is  very 
left-wing  and  is  an  example  of 
the  socialist  takeover  of  Europe 
after  the  fali  of  the  Soviet  LJnion.” 
Anyone  told  Oskar  LafontEdne? 


US  dropped  out  of  the  refrigera- 
tor and  air  condiaoner  markets. 

Second,  the  regulatory  environ- 
ment become  markedly  more 
hostile  in  many  sectors.  The  gov- 
ernment has  sought  to  support 
domestic  businesses  by  issuing 
what  are.  In  effect,  “buy  local” 
orders  for  a range  of  industries. 
This  has  put  foreign  manufactur- 
ers of  mobile  telecommunications 

equipment,  some  pharmaceuti- 
cals products  and  certain  kinds 
of  power  generation  machinery 
at  a disadvantage. 

The  tightening  of  foreign 
exchange  controls,  driven  by  Bei- 
jing's fear  of  capital  flight,  has 
made  life  even  more  difficult  The 
US-Chlna  Business  Council 
reports  nearly  50  per  cent  of  its 
members  recently  surveyed  have 
decided  “to  reconsider,  delay  or 
even  cancel  intended”  invest- 
ments because  of  difficulties  in 
Importing  goods  and  services  and 
in  repatriating  profits. 

Third,  the  slowdown  in  the 
economy  and  the  uncertainty 
about  the  Chinese  exchange  rate 
- despite  Beijing's  repeated 
promises  not  to  devalue  - have 
made  foreigners  more  cautious 
about  new  ventures. 

The  upshot  of  all  this  is  a 
reshaping  of  corporate  thinking 
about  old-fashioned  FDL 

Last  year,  Eastman  Kodak 
bought  three  state-owned  photo- 
graphic film  enterprises  in  China. 
The  deal  has  heralded  the  possi- 
bility of  a new  style  of  foreign 
investment  Rather  than  pouring 
large  sums  of  money,  many  years 
and  considerable  corporate- 
energy  into  a greenfield  opera- 
tion, western  companies  are  now 
looking  at  the  merits  of  waiting 
until  they  can  buy  into  estab- 
lished ventures.  One  example  of 
this  emerging  trend  Is  British 
Aerospace,  which  has  established 
EuroMandarin,  a portfolio  man- 
agement group  for  aerospace 
investments  in  China. 

AD  in  all,  these  rhangwa  have 
left  foreign  companies  feeling 
older,  but  also  wiser.  Some  of  the 
once  sacred  assumptions  that 
drove  foreign  investment  into 
China  have  been  debunked. 

For  some  companies  that  have 
generated  nothing  but  losses 
from  their  Chinese  Investments, 
the  argument  that  “you  cannot 
afford  not  to  be  in  China"  has 
lost  credibility.  Indeed,  some 
have  decided  they  cannot  afford 
to  be  in  China. 

Similarly  discredited  has  been 
the  “first  to  the  honeypot”  think- 
ing that  dictated  the  sooner  a 
brand  was  established  in  China, 
the  bigger  the  share  of  the  mar- 
ket it  would  command.  Brand 
loyalty  in  China,  as  in  other  mar- 
kets, has  proved  fluid.  Domestic 
latecomers  have  happily  recap- 
tured market  share.  So  have 
some  tardy  foreign  investors. 

There  are  even  reservations 
about  the  foreign  investors'  most 
basic  creed  - the  view  held  by 
Iveco’s  Mr  Donati  and  many  oth- 
ers that  Chinese  investment  is  a 
long-term  project  A recent  sam- 
ple of  corporate  experiences  in 
the  country  compiled  by  Ten- 
bridge,  a new  investment  consul- 
tancy, found  “no  evidence  to  sug- 
gest that  companies  with  longer 
experience  in  China  were  more 
likely  to  have  positive  cash- 
flows". 

This,  perhaps,  explains  why 
visiting  chief  executives  are  often 
told  not  to  describe  their  compa- 
nies as  “long-term  players”  in 
China.  Rather  than  a badge  of 
honour  these  days,  the  term  is 
often  assumed  to  be  euphemistic 
shorthand  for  “still  losing 
money”. 

100  years  ago 

Hungary's  Treaty.  With  Inc&a 
Budapest  24th  March.  In 
to-day's  sitting  of  the  Lower 
House  of  the  Hungarian  Diet 
M.  Rosenburg  introduced  an 

Interpellation  asking  the 

Minister  of  Commerce  whether 
he  was  aware  that  a law  had 
been  passed  in  India  for  the 
Imposition  of  countervailing 
duties  on  sugar,  and  whether 
the  Minister,  when  the  new 
enactment  was  put  into  force, 
was  prepared  to  take  the 
measures  rendered  necessary 
by  such  a violation  of  the 
existing  commercial  treaty. 

The  Minister  of  Foreign  Affairs 
was  urged  to  lay  a vigorous 
protest  before  the  British 
Government  about  the  action 
ofthe  Government  of  India. 

The  duty  on  sugar  would 
seriously  damage  the  growing 
sugar  export  trade  of  Hungary, 
and  contravened  the  treaty 
between  Great  Britain  and 
Austria-Hungary. 

50  years  ago 

Message  From  Burma 
The  London  office  of  Burma 
Corporation  has  received  a 
cable  from  Rangoon  Indicating 
that  Namtu  was  liberated  from 
insurgent  occupation  on 
March  23,  that  there  had  been 
no  casualties  of  any  kind  and 
that  "all  was  calm". 
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No  More  A- 


Misfortune  comes  in  threes.  That,  at  least, 
is  Nomura  Securities'  experience.  Risky 
exposures  to  Russia  and  US  property  were 
responsible  For  its  S1.3bn  in  first-half 
losses,  and  the  second  half  is  likely  to  be 
even  worse  as  a result  of  trouble  at  home. 
Bad  property  loans  from  the  bubble  era 
have  finally  caught  up  with  Nomura 
Finance,  its  domestic  property  affiliate. 
Nomura  will  have  to  plug  a gap  which,  if 
the  latest  rumours  in  Japan  are  to 
believed,  could  reach  S3.6bn. 

The  cumulative  effect  of  these  blows 
has  resulted  in  the  indignity  oF  Nomura 
being  downgraded  yesterday  to  close  to 
junk  bond  status.  Both  Moody's  and  Stan- 
dard & Poor's  are  worried  that  the  losses 
could  impair  its  capital  adequacy. 

Despite  years  of  underperforming  an 
underperforming  Japanese  market. 
Nomura's  market  capitalisation  is  still 
£23bn.  Nevertheless,  the  brokerage  house 
once  considered  Japan's  answer  to  Merrill 
Lynch  and  Morgan  Stanley  is  a shadow  of 
its  former  self.  Its  international  ambitions 
are  being  curtailed,  while  costs  are  being 
cut  at  home  to  meet  the  threat  from 
aggressive  foreign  rivals. 

All  this  seems  sensible.  Moreover,  the 
recent  rebound  in  the  Tokyo  market  will 
be  good  for  business.  But  Moody's  verdict 
is  that  the  restructuring  is  not  fast 
enough.  It  would  certainly  be  foolish  for 
Nomura  to  base  its  strategy  on  the 
assumption  that  the  latest  Tokyo  dawn 
will  not  again  prove  false 

French  banks 

There  is  something  unreal  about  Societe 
Generate 's  latest  shot  in  the  tussle  involv- 
ing France  5 three  largest  quoted  banks. 
Like  a magician  pulling  a rabbit  from  a 
hat.  it  has  conjured  an  extra  €150m  of 
annual  post-tax  synergies  to  support  its 
hitherto  unexciting  bid  for  Paribas. 

This  is  a convenient  discovery.  SG  has 
been  under  pressure  to  respond  since 
Banque  Nationale  de  Paris  launched 
offers  for  it  and  Paribas  a fortnight  ago. 
SG’s  bid  now  offers  synergies  worth  10  per 
cent  of  operating  costs  against  the  7.5  per 
cent  BNP  says  will  flow  from  its  merger 
plan.  SG  has  also  recast  its  strategy  to 
appeal  to  investors:  the  capital  devoted  to 
investment  banking  has  been  squeezed 
further  and  €lbn-odd  of  shareholdings  are 
to  be  sold  - potentially  releasing  €6bn  of 
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surplus  capital.  Theoretically,  this  ups  the 
ante.  But  investors  seem  unconvinced. 

Discounted  back  and  capitalised,  the 
extra  synergies  should  have  added  €l.5bo 
to  the  combined  value  of  SG  and  Paribas. 
In  fact,  they  added  almost  nothing.  One 
reason  is  that  SG  has  not  silenced  con- 
cerns that  chasing  investment  banking 
synergies  may  lead  to  mass-scale  revenue 
losses.  Unless  this  changes.  SG  has  a 
headache.  Raising  its  bid  risks  weakening 
its  share  price,  making  it  more  vulnerable 
to  BNP.  One  idea  might  be  to  utilise  the 
€6bn  of  surplus  capital  to  table  some  cash 
for  Paribas  investors.  But  SG’s  problem 
remains  that  anywhere  it  goes.  BNP  can 
probably  follow. 

Endesa/Enersis 

At  a shareholder  meeting  in  Santiago 
next  Tuesday.  Endesa.  Spain’s  biggest 
power  group,  will  seek  permission  to  dou- 
ble its  stake  in  Enersis.  its  Chilean  coun- 
terpart. to  65  per  cent.  Should  other  Ener- 
sis holders  allow  this,  given  their  own 
management's  opposition? 

Yes.  for  two  reasons.  First.  Enersis 
needs  both  capital  and  international 
expertise  to  take  advantage  of  a flood  of 
Latin  American  utility  privatisations. 
Endesa,  which  has  promised  to  make 
Enersis  its  regional  platform,  is  able  and 
willing  to  proride  both.  With  little  chance 
of  raising  equity'  in  present  conditions. 
Enersis  looks  hobbled  without  Endesa's 
backing.  Second,  the  Spanish  are  offering 
a fat  premium.  Endesa's  $l.5bn  tender 
offer  for  the  second  third  of  Enersis  is 
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FT  WEATHER  GUIDE 


Europe  today 

The  Iberian  Peninsula,  together 
with  southern  and  western  France, 
will  have  showers  which  will  be 
thundery  In  places.  The  Low  Coun- 
tries, eastern  France,  southern 
Germany,  the  Alps,  much  of  Italy 
and  the  Balkans  will  be  warm  with 
hazy  sunshine  but  north-west  Italy 
will  have  heavy  showers  by 
evening.  Greece  will  be  much 
brighter  than  yesterday  with  Jots  of 
sun.  Denmark,  northern  Germany 
and  Poland  will  be  milder  than  of 
late  with  bright  spells  but  it  will 
continue  cold  and  unsettled  further 
north  and  in  the  north-east . 

Five-day  forecast 

Central  and  western  Europe  will  be 
very  unsettled  for  the  next  few 
days  with  showers  and  fresh  snow 
in  the  Alps  and  Pyrenees.  Greece 
will  have  rain  tomorrow.  Eastern 
Europe  will  be  dry  and  bright  with 
temperatures  rising  slowly. 
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Law  lords  restrict  groun 
for  Pinochet  extradition 


pitched  at  a 25  per  cent  premium  above 
the  current  share  price.  That  should  be 
enough  to  carry  the  day. 

In  return  for  pumping  In  such  big  sums, 
multinationals  such  as  Endesa  rightly 
expect  control.  Instead  they  often  end  up 
fighting  limits  on  foreign  shareholdings, 
hostile  management  - the  battle  between 
YPF  of  Argentina  and  Spain’s  Repsol  is 
another  example  - and  political  sensibili- 
ties. In  this  case  there  is  a further  compli- 
cation. Chile's  powerful  pension  funds  do 
not  want  Endesa  to  buy  100  per  cent  of 
Enersis,  much  though  it  would  like  to. 
because  it  would  remove  too  much  liquid- 
ity from  the  local  stock  market.  Investing 
in  Latin  America  is  only  for  the  commit- 
ted. 

Cable  and  Wireless 

Cable  without  wireless?  It  seems 
unthinkable,  but  Cable  and  Wireless  is 
sensible  at  least  to  ponder  selling  its  50 
per  cent  stake  in  One-2-One.  the  UK’s 
smallest  mobile  phone  operator. 
MediaOne’s  decision  to  sell  its  half  share 
has  left  C&W  with  a tough  call.  Buying 
the  stake  would  give  it  control  but  would 
be  costly.  Standing  still  would  breach 
C&Ws  dictum  of  controlling  or  selling 
investments,  and  hardly  help  close  C&W’s 
30  per  cent  discount  to  the  sum  of  its 
parts. 

One-2-One  may  be  one  of  the  weaker  UK 
operators,  but  it  is  a seller's  market  right 
now.  Based  on  the  market  values  of  listed 
rivals  and  forecast  year-end  subscriber 
levels,  it  could  fetch  £2,800  per  subscriber 
- 20  per  cent  less  than  higher  quality 
Orange.  This  gives  an  equity  value  of 
£7.3bn.  There  is  no  shortage  of  European 
bidders  sniffing  round.  And  the  cost  of 
mobile  assets  - as  seen  in  the  AirTouch 
auction  - puts  most  worthwhile  acquisi- 
tions beyond  C&W’s  reach. 

But  where  would  such  a deal  leave 
C&W?  It  could  use  the  £3.6bn  of  proceeds 
to  build  its  internet  and  cable  businesses. 
One  option  would  be  to  pursue  Media- 
One'S  loose  stake  in  Telewest.  CWC's 
main  rival.  And  not  owning  a mobile  oper- 
ator would  not  prevent  it  from  offering 
bundled  fixed  line  and  wireless  services.  It 
could  buy  space  on  other  networks.  Sell- 
ing One-2-One  seems  unambitious  on  the 
surface  but.  if  it  brought  coherence  to 
C&W.  shareholders  would  be  grateful. 


By  John  Mason  in  Union 

The  UK  government  appears  set  to 
acquiesce  to  continued  Spanish 
attempts  to  extradite  General 
Augusto  Pinochet,  the  former  Chil- 
ean dictator  accused  of  crimes 
against  humanity,  in  spite  of  a rul- 
ing by  Britain's  most  senior  court 
yesterday  that  weakens  the  case 
against  him. 

The  House  of  Lords  ruled  that 
international  law  allowed  that  Gen 
Pinochet  could  be  extradited  to 
Spain  but  only  for  crimes  committed 
after  1988  when  the  international 
torture  convention  was  ratified.  The 
decision  means  Gen  Pinochet  is  no 
longer  facing  the  bulk  of  the  charges 
laid  against  him. 

The  law  lords  ordered  Jack  Straw, 
tbe  Home  Secretary  (interior  minis- 
ter) to  reconsider  his  approval  of  the 
extradition.  However,  according  to 
government  officials.  Mr  Straw  is 
unlikely  to  reverse  his  previous 
approval  of  the  extradition,  which  is 
still,  subject  to  court  proceedings, 
unless  the  Spanish  case  appears 
impossible  to  mount.  The  ruling  was 


claimed  as  a victory  by  human 
rights  groups. 

However,  Pinochet  supporters 
claimed  the  reduction  in  the  number 
of  charges  strengthened  the  chances 
of  Gen  Pinochet  returning  to  Chile. 
Reactions  within  Chile  appeared 
muted,  with  only  scuffles  between 
police  and  Pinochet  supporters  out- 
side the  British  and  Spanish  embas- 
sies. In  Santiago  police  turned  water 
canons  on  students,  who  were  wel- 
coming the  Lords  decision.  There 
were  a handful  of  arrests. 

Baltasar  Garzon.  the  Spanish 
investigating  magistrate  bringing 
the  case  against  Gen  Pinochet  is 
understood  to  be  undeterred  by  the 
Lords  decision  and  is  expected  to 
continue  the  prosecution. 

Despite  the  Spanish  government's 
reluctance  to  support  the  prosecu- 
tion. a spokesman  for  the  ruling  Pop- 
ular party  described  the  rejection  of 
immunity  as  “very  positive”. 

The  law  lords  decided  by  a six  to 
one  majority  that  Gen  Pinochet 

COUld  not  <qaim  immunity  from  pros* 
ecurion  for  crimes  inducting  torture 
committed  after  1988. 


Lord  Browne- Wilkinson,  their 
chairman,  said  to  rule  otherwise 
would  mean  “the  whole  structure  of 
universal  jurisdiction  over  torture 
committed  by  officials  is  rendered 
abortive  and  one  of  the  main  objec- 
tives of  the  torture  convention  - to 
provide  a system  under  which-there 
is  no  safe  haven  for  torturers  -.win 
have  been  frustrated”. 

However,  they  ruled  that  extrac- 
tion taw  did  not  allow  for  him  to  be 

prosecuted  in  Spain  for  alleged 
crimes  before  1988  when  the  UN 
Convention  Against  Torture,  which 
was  drawn  up  in  1984  and  made  tor- 
ture a universal  crime,  was  ratified 
bv  the  UK  parliament 

William  Hague,  the  Conservative 

Paitv  leader,  said  the  juting  was  a 
-sad  day  for  democracy”.  He  wetrtl 
on:  “The  handling  of  this  case  has1 
soured  relations  with  Chile  .and 
destabilised  their  democracy”.  , - r 
Additional  reporting  by  Andrea.Par- 
ker  and  Jimmy  Bums  m London  and 
David  While  in  Madrid  vTf. 

TWice  damned,  Page  14 
Observer,  Page  15 


Music  industry  launches  legal 
battle  against  internet  piracy 


By  Mice  Rawsfliom  in  London 

The  music  industry  is  taking  legal 
action  against  the  software  company 
which  developed  tbe  technology 
used  by  Lycos,  one  of  the  largest  US 
search  engine  operators,  to  find 
music  on  the  internet. 

As  part  of  its  battle  against  inter- 
net piracy,  the  International  Federa- 
tion of  the  Phonographic  Industry 
has  initiated  criminal  proceedings 
for  copyright  infringement  against 
the  software  company.  FAST,  in 
Norway,  where  it  is  based. 

Downloading  music  on  so-called 
MP3  files  - compressed  sound  files 
on  which  music  is  stored  on  the 
internet  - has  recently  become  one 
of  the  most  popular  internet  activi- 
ties, particularly  among  teenagers, 
as  an  alternative  to  buying  compact 
discs  or  listening  to  the  radio. 

Lycos  launched  MP3  Search,  a spe- 
cialist music  engine,  in  early  Febru- 
ary to  enable  consumers  to  locate 
more  than  500,000  MP3  sound  files. 

Of  those  500.000-plus  files,  “virtu- 
ally none”  were  posted  on  the  inter- 
net with  the  copyright  holders’  con- 


sent, according  to  Jay  Berman, 
chairman  of  the  IFPI.  which  repre- 
sents the  world's  record  companies. 

Together  with  the  Recording 
Indnstry  Association  of  America,  the 
IFPI  is  looking  into  the  possibility  of 
taking  legal  action  against  Lycos,  as 
well  as  FAST,  in  the  US. 

Mr  Berman  said:  “These  unauthor- 
ised files  include  material  from  vir- 
tually every  artist  you  can  think  of, 
from  the  Beatles  to  Madonna.”  He 
added:  “We  can't  tolerate  a situation 
where  a search  engine  as  sophisti- 
cated as  this  helps  people  to  access 
hundreds  of  thousands  of  pirated 
files.” 

The  dispute  over  MP3  Search  high- 
lights a potentially  explosive  conflict 
of  interest  for  the  diversified  media 
and  entertainment  groups  which 
dominate  tbe  S38bn  global  music 
market. 

Lycos  is  presently  being  bid  for  by- 
USA  Networks,  a television  company 
48  per  cent  owned  by  Seagram,  the 
Canadian  concern  that  also  controls 
Universal  Music,  the  world’s  biggest 
music  group. 

Seagram,  which  has  voting  rights 


on  USA  Networks'  board,  paid  Sllbn 
last  autumn  to  expand  Universal 
Music  by  buying  the  PolyGram 
group. 

Rising  internet  piracy  is  regarded 
as  the  single  most  important  prob- 
lem facing  the  international  music 
industry.  If  USA  Networks  succeeds 
in  its  attempt  to  control  Lycos.  Sea-  A : 
gram  could  find  itself  in  the  emharr-  * 
ass  in  g situation  of  being  part-owner 
of  a company  which  poses  a serious 
commercial  threat  to  its  expensively 
expanded  music  subsidiary.  Seagram 
declined  to  comment  on  the  issue. 

Internal  conflicts  of  interest  could 
arise  for  other  media  groups  with 
music  interests,  notably  Time 
Warner  of  the  US  and  Japan's  Sony, 
as  they  accelerate  their  diversifica- 
tion into  internet-related  activities. 

Until  now.  such  conflicts  have 
been  limited  to  wrangles  when  the 
hardware  manufacturing  subsid  - 
iaries of  conglomerates  such  as  Sony 
and  Philips.  PolyGram’s  former  par- 
ent company,  have  threatened  to 
imperil  the  interests  of  their,  music 
subsidiaries  by  manufacturing 
recording  devices.  ” 
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Shareholders  shim  Olivetti  bid 

Shareholder  reaction  to  Olivetti's  bid  for 

Telecom  ItaHa  Is  that  the  offer  of  €10  a share  is 

too  tow,  with  most  favouring  a price  of  €11/612. 
But  Roberto  Coianinno,  Olivetti  chief  executive, 
has  so  far  ruled  out  raising  the  offer.  Page  is 

life  assurers  to  boost  capital  bases 

At  least  six  of  Japan’s  life  assurers  are  to  apply 
for  a total  of  more  than  YSOObn  ($4.24bn)  In 
subordinated  loans  and  bonds  to  boost  their 
rapftal  bases,  as  pressure  mounts  on  the  Indus- 
try to  Improve  Hs  financial  health.  Page  23 

Price  drop  hits  Newmonfs  Bad  mine 

Newmonfs  Batu  Hijau  copper  and  gold  mine  on 
an  island  east  of  Bali  is  the  world’s  largest  mine 
in  the  making.  But  copper  prices  have  fallen  to 
62cents  a pound,  casting  doubt  on  the  mine's 
amity  to  make  money.  Commodities,  Page  28 

Primakov  pull-out  threatens  stocks 

The  decision  of  Yev- 
geny Primakov,  Rus- 
sian prime  minister 
(left),  to  postpone  a 
visit  to  Washington  - 
and  the  IMF  headquar- 
ters - could  mark  a 
turning  point  for  the 
Russian  stock  market, 
which  had  been  rising 
as  a result  of  the  global 
rebound  in  emerging 
markets,  higher  com- 
modity prices  and  the  likelihood  of  a stop-gap 
IMF  deal.  Emerging  Market  Focus,  Page  38 

Price  cuts  make  palm  oil  attractive 

Export  demand  for  Malaysian  palm  oil  remains 
subdued,  but  price  fells  have  made  it  more 
attractive  to  European  buyers.  Since  the  start  of 
1999  the  export  price  has  dropped  $150  to 
$495  a tonne  FOB.  Commodities,  Page  28 

C&W,  Media  One  may  sell  0ne-2-0ne 

Cable  and  Wireless  and  MediaOne  are  consid- 
ering either  the  sale  or  a public  offering  in  One- 
20ne,  the  mobile  phone  group,  prompted  by 
Comcast's  acquisition  of  MediaOne.  Page  24 

Arab  bank  margins  under  pressure 

As  Middle  Eastern  bankfog  margins  come  under 
pressure,  opportunities  have  shrunk  and  the 
sector  feces  the  consolidation  and  cross-border 
expansion  seen  in  Europe  and  the  US.  Page  20 

Pakistan  could  default  on  bonds 

Restructuring  Pakistan’s  debt  to  the  Paris  Club 
of  government  creditors  could  trigger  a default 
on  international  bonds  that  might  spill  over  into 
other  countries.  Capital  Markets,  Page  28 

Power  industry  faces  liberalisation 

The  $300bn  wholesale  US  gas  and  power  •' 
business  is  characterised  by  huge  volatility  and 
slkn  margins.  But  the  tightly  regulated  industry 
has  lately  become  even  more  competitive  as  it 
undergoes  Hberailsafion.  Page  21 


COMPANIES  IN  THIS  ISSUE 


Air  France 

10  John  Fairfax 

20 

MtancelMChem 

24  Komatsu 

23 

Amazon.com 

23  LG&E  Energy 

• 21 

Ameritech 

17  Marmcumann 

18 

Aahal  Mutual 

23  MecSaOne 

24 

BCE 

17  Medtobanca 

18 

BCl 

18  Me$  Mutual 

23 

18  Microsoft 

23 

BTR  Siebe 

17  Mitsui  Mubte. 

23 

BancarSRoma 

18  Now  Japan  Securities 

23 

Bresnan 

17  News  Carp 

20 

British  Airways 

24  Next 

24 

CLT-Uta 

18  NBd«o  Securities 

23 

CME 

18  MppanUfo 

23 

CPH 

20  Nomura  Securities 

17 

Cable  and  WMess 

24  OTE 

21 

CapflalCarp 

24  OHvettf 

18 

Chase  Manhattan  . " 

17  One-2-One 

24 

Chfyoda  Ufe 

23  PPB 

• 18 

CWbank 

20  Peribes 

18 

Commerzbank 

18  Poeco 

23 

DaMoM  Kangyo  Bank 

23  PowerCoof  Armrioa 

21 

Daicbl  MutuaT 

23  Premier  Ofl 

*• 

Delta  AWnea 

10  Rafitrack 

10 

Dan  Darato  Bank 

21  Relant  Energy 

21 

Den  norska  Bank 

21  San  Paoto-IMl 

18 

DUgeo 

24  Saudi  American  Bank 

20 

BPaeoEnergy 

21  ScotUeh  Meda 

24 

BeMrtm 

17 . Seflmeg 

18 

Biron  • 

21  Sing  Tao  Holdings  - 

20 

m ■■■■.'  . 

18 

24 

Rmiac 

18  SocMfeGterfrai^ 

18 

RtctHbca  - 

18  Saltbank 

23 

Bextoch 

24  Stanley  Laksure- 

24 

Fakus  Bank 

21  Shafer  Facom 

18 

Frankfin  Mutual  Adv. 

18  Sumitomo  Ufa 

23 

Fi^i  Photo  FBm  . . 

23  Tecnost  . 

IB 

Genarafl 

18  Telecom  Itafia 

18 

Gfasil  Capital 

18  UniCrecfitD  1 

18 

Gttlc 

18  United  Sautl  Bank 

20 

Grtmiln 

24  Wako  Securities 

23 

Hoyts  Cinemas 

2D . Vatool  Jepan 

23 

Mogmmee  Errt 

24  Yaeuda  Mutual  . 

23 

CROSSWORD, 


fAnouai  reports  cU> 
Benchnsk  6owt  bonds 
Bond  futures  and  opttans 

Bond  .prices  and  jW* 

COGTOttBte  pdCBB 

addend*  announce*  * 
BIS  currency  rates 
Bmprtcn 
Bntnad  prices 
Rrad  interest  ixficss 
F/S8M»»«Wfc« 
FTSE  GaU  Mobs  Mac 


3233  .En&rinii  Market  tads  » 
SB  FTSEfctototiw*i«to»34 

26  nchaagt. . . & 

. a Snejriees  . *• 

« union  dam  rentes  W3 
£ MreaBaltend*  eenice  . 2MI 
jt  Money  merkrts  ....g 

“ Mgw  bO  bond  knee  » 

* Heceet  tarea,  UK 

* snHBnnWiBtoe  .» 

® sack  matt#  * a 0*““  w- 

3B  uS  Interest  rates  ® 

, M World  stock  motels  ® 


APPOINTMENT.  CONTRADICTS  SPECULATION  THAT  CHIEF  EXECmVEJS  JOB  HAD  BEEN  OFFERED  TO  POTENTIAL  MERGER  PARTNERS 

Insider  takes  top  post  at  Chase 


By  John  Authors  In  How  York 


Chase  Manhattan  yesterday 
announced  that  William  Har- 
rison, head  of  its  global  hank, 
would  take  over  as  chief  execu- 
tive in  a wide-ranging  manage- 
ment reshuffle,  contradicting 
speculation  the  role  was  on 
offer  to  potential  merger  part- 
ners. 

Walter  Shipley,  formerly 
chief  executive  of  Chemical 
Banking  before  hs  1995  acqui- 
sition of  Chase,  win  relinquish 
the  role  of  chief  executive  in 
June,  and  Income  chairman. 
He  win  retire  from  this  rote  by 
November  next  year,  his  65th' 
birthday,  and  will  be  suc- 
ceeded by  Mr  Harrison. 

Thomas  Labrecque,  chief 


executive  at  Chase  before  the 
merger  and  currently  presi- 
dent and  chief  operating  offi- 
cer, will  retire. 

The  post  of  chief  operating 
officer  will  remain  vacant,  and 
all  senior  executives  will 
report  to  Mr  Harrison. 

The- moves  followed  reports 
last  week  that  Mr  Shipley  had 
offered  the  chief  executive’s 
title  to  potential  merger  part- 
ners. Mr  Shipley  denied  this 
yesterday,  and  said  that  Chase 
had  never  considered  appoint- 
ing a chief  executive  from  out- 
side its  executive  committee. 

Chase  does  not  have  equity 
underwriting  capabilities,  and 
is  known  to  have  held  several 
discussions  with  large  invest- 
ment banks  in  the  last  year. 


. Merrill  Lynch  is  most  widely 
mentioned,  while  Goldman 
Sachs,  Morgan  Stanley  Dean 
Witter  and  J.P.  Morgan  have 
also  been  talked  of  as  potential 
partners. 

■ Mr  Harrison  wmdn  clear  that 
Chase  would  continue  to  look 
for  more  merger  opportunities. 
He  said:  *We  have  been 
through  two  very  successful 
mergers.  They've  created  tre- 
mendous value  for  shnrrihQlH- 
era.  We  are  continually 
looking  at  the  options  going 
forward  strategically.  But  we 
want  to  make  it  dear  that  we 
don’t  have  to  do  a merger  to 
continue  the  momentum  we 
have  as  a company.” 

Mr  Harrison’s  appointment 
surprised  many  analysts.  Marc 


Shapiro,  head  of  risk  manage- 
ment and  previously  chief 
executive  of  Texas  Commerce 
Bank,  had  been  considered  the 

front-runner. 

David  Berry,  head  of 
research  at  Keefe.  Bruyette  & 
Woods,  said  the  move  was  “a 
vote  for  continuity”,  like  Mr 
Shipley,  Mr  Harrison  has  spent 
all  his  career  at  Chemical 
Banking,  and  was  involved 
with  its  acquisitions  of  Manu- 
facturers Hanover  in  1991  and 
Chase  Manhattan  in  1995.  He  is 
responsible  for  businesses  that 
account  for  more  than  two- 
thirds  of  Chase’s  earnings. 

The  decision  not  to.  appoint  a 
deputy  may  help  to  ensure 
that  all  these  executives 
remain  with  the  company.  It 


wig  also  *nafc*  it  easier  to  offer 
senior  posts  In  any  future 
merger  negotiations. 

Diane  Glossman,  banking 


analyst  at  Lehman  Brothers, 
said:  ”1  don’t  believe  this 
flymra necessarily  pre- 
cludes them  from  doing  a 
transaction.  Depending  on  who 
they  would  merge  with,  the 
chief  executive  slot  would 
probably  not  have  been  avail- 
able anyway.  There  could  still 
be  a reshuffle  if  there  is  a 
transformational  deal. 

Ml:  Berry  added;  “Ifs  easy  to. 
over -analyse  this.  Could  we 
wake  up  some  Monday  and, 
find  that.  Chase  isfo  $ ttuarger 
with  Merrill?  Sure. ’Suit  was 
true  last  week,  and  it's  still 
true  today." 


Ameritech 
takes  20% 
holding 
in  Bell 
Canada 

By  Scott  Morrison  In  Toronto  and 
MddTatt  hi  Chicago 


Ameritech,  the  US  local 
telecommunications  group,  is 

expanding  Its  . international 
portfolio  by  investing  US$3. ton 
to  acquire  a 20  per  cent  stake 
in  Bell'  Canada,  the  largest 
Canadian  tp^ppi,rma  carrier. 

Ameritech  and  BCE,  Bell 
Canada’s  parent,  said  the  stra- 
tegic partnership  would  enable 
both  carriers  to  wparyi  their 
international  presence, 
co-operate  on  product  develop- 
ment mid  jointly  pursue  new 
growth  Umitiog. 

BCE,  Canada’s  largest  tele- 
coms group,  would  retain  an 
80  per  cent  stake  in  Ben  Caq- 
ada,  which  has  about  llm  cus- 
tnrn  wg  in  Ontario  and  Quebec. 

BCE  had  been  seeking  a 
larger  international  partner 
for  BeB  Canada  amid  the  con- 
tinuing consolidation  in  the 
global  telecoms  industry.  Ana- 
lysts said  Bell  Canada  would 
benefit  from  the  stronger  pur- 
chasing power  that  Ameritech 
could  provide. 

Ameritech.  which  serves 
customers  in  five  nridwestem 


states,  said  It  was  approached 
by  Bell  Canada.  Executives 
said  Bell  Canada  was  an 
attractive  addition  to  the  US 
group's  current  USJlOhn  port- 
folio of  investments  In  coun- 
tries such  as  Belgium,  Hun- 
gary, Norway  and  Denmark. 

Analysts  said  the  Investment 
was  particularly  attractive  as 
BCE  shares  were  signlflcantly 


undervalued.  In  part  because 
of  Canada’s  restrictions  on  for-, 
edgn  investment 
Ameritech  would  get  first 
right  of  refusal  if  BCE  decided 
to  sell  more  of  its  remairrtng  SQ 
per  cent  stake,  bat  the  US 
company  said  that  no  Increase 
was  expected  in  the  foresee- 
able future. 

Under  the  agreement;  Bell 
Canada's  holdings  were 
restructured  to  include  assets 
previously  owpnd  by  BCE. 
These  include  65  per  cent  of 
BCE  Mobile,  the  wireless  ser- 
vice provider,  and  a 2L5  per 
cent  interest  In  Tetegfobe,  the 
international  network  opera- 
tor. Bell  Canada  would  also 
acquire  BCE’s  interest  in  six 
regional  nawnBan  carriers. 

Based  on  these  holdings. 
Bell  Canada  had  .1998  pro- 
forma revenues  at  68^bn  and 
provided  services  to  llm  lines 
and  2m  wireless  customers. 
Ameritech.  had  1998  revenues 
of  $l7bn  and  provided  services 
to  vi™  Mnes  and  JLSBrwtreless 
customers."  - V I-'-*] 
Jean  Monty,  BCE}cSaf'raws-‘ 
Uttve,  mW  hlS  company  would 
use  the  proceeds  of  foe.deal  to 
invest  In  Mgh-grawth'  sectors 
such  as  e-commerce  arid  satel- 
lite services,  as  well  as 
systems  integration  and  ser- 
vices. 

The  company  may  also  hoy. 
hffrik  shares  over  the  inay*  six 
months  to  offset  partia2y  the 
dilution  to  BCE  earnings 
caused  by  the  zeductfafr  of  its 
interest  in  BeH  Canada? . f 
Ameritech  said  it  planned  to 
play  a management  role  at- the 
Canadian  by  sending' 

12-15  senior  managers, 
tog  a chief  financial  officer,,  as 
well  as  supplying  marketing 
and  vfaftpriaT  expertise. 

Tfce  US  group  is  currently 
seeking  final  regulatory 
approval  for  its  $60bn^  merger 
with  SBC  Communications, 
bid  did  not  expect  the  Cana- 
dfan  deal  to  have  any.  impact 
on  &e  regulatory  process. 

Ameritech  was  advised  by 
Rothschild  and  BCE  by  Nesbitt 
Bums:  . .. 


Commerzbank  of  Germany  said  It  had.  s«t  aside  DM1 00m  (€51m,  $8Bm) 
In  riak  provWom  tor  Its  Cfafeieee  operations  ss  Martin  KoNhaueaen, 
chairman,  abova,  amouncad  nat  profits  up -39%.  Report.  Page  18 


BTR  Siebe  aims 
to  raise  $3bn  by 


Elektrim  buys 
Polish  telecoms 


By  Christopher  fiobtotid  In 
Warsaw  and  Stofei  Wagsiyi 
In  London 


Elektrim,  Poland's  largest 
listed  industrial  group,  yester- 
day annmmnpri  the  |MSwi  mah 

acquisition  of  Bresnan  Tele- 
communications Poland,-  a 

television  company,  in  a 
move  aimed  at  expanding  its 
fast-growing  business  in  the 
sector. ' 

The  deal.  Poland’s  largest 
takeover  by  a domestic  com- 
pany outside  the  flnanrial  ser- 
vices sector,  highlights  the 
growing  scale  and  sophistica- 
tion of  the  country's  corporate 
activities. 

“We  aim  to  become  the  sec- 
ond largest  telecoms  company 
-after  TP  SA  [the  state-con- 
trolled national  operator],” 
said  Barbara  Lundberg,  Elek- 
trim’s  new  chief  executive. 
"We  are  trying  to  create  a flag- 
ship Polish  company  in  both 
telecommunications  and 
energy  and  power.” 

Ms  Lundberg,  a US  national, 
was  appointed  last  month  after 
the  previous  chief  executive 
was  forced  to  resign  in  the 
wake  of  protests  from  share- 
holders about  the  belated  dis- 
closure of  market-sensitive 
information. 

Elektrim,  which  started  as  a 
state-owned  foreign  trade  com- 
pany specialising  in  telecoms 
and  power  equipment,  is  also 
negotiating  to  take  over  Pat- 


now-Adamow-Konin,  a state- 
owned  power  generating  com- 
plex, against  competition  from 
National  Power  of  foe  UK. 

The  government  is  selling  25 
to  35  per  emit  of  TP  SA,  listed 
last  year  yrith  the  flotation  of  a 
.15  per  cent  stake.  Bidders  are 
expected  to  include.  France 
Telecom. . 

Deutsche  Telekom,  which 
has  ruled  out  bidding  for 
TP  SA.  is  already  Etekfrim’s 
partner  In  Era  GSM,  Poland's 
biggest  mqfafle  telephone  oper- 
ator. 

Ms  Lundbog  said  the  Ger- 
man operator  would  be  her 
"preferred  partner”  for  the  the 
company's  fixed-line  telecom- 
munications business. 

Elektrim  has  10  local  fixed- 
line  operating  licences,  which 
include  a licence  for  Warsaw. 

•Bresnan,  an  affiliate  of  Bres- 
nan Communications,  a US 
telecoms  group,  has  two  local 
operating  licences  on  Poland’s 
western  frontier  and  is  the 
country’s  second-largest  cable 
TV  network  with  360,000  sub- 
scribers. 

Lundberg  said  Elektrim  next 
plans  to  purchase  further  local 
operators.  The  group  also 
intends  to  raise  its  stake  in 
Era  GSM  by  buying  out 
smaller  shareholders  in  the 
venture. 

Elektrim  share  prices  fell  4.1 
per  cent  on  the  Warsaw  stock 
exchange,  although  the  Bres- 
nan purchase  was  greeted 
enthusiastically  by  analysts. 


US  credit 

rating 

agencies 

downgrade 

Nomura 

By  Naoko  Nakamae  In  Tokyo 


Nomura  Securities,  Japan's 
biggest  broker,  was  dealt  a 
double  blow  yesterday  when  it 
was  downgraded  by  the  two 
largest  US  credit  rating  agen- 
cies because  of  concerns  over 
its  capital  base  and  earnings 
and  growth  prospects. 

Standard  and  Poor’s  lowered 
its  long-term  rating  for 
'Nomura  from  A-  to  BBB,  the 
lowest  investment  grade  cate- 
gory. S&P  also  lowered  Its 
short-term  rating  from  A2  to 
A3,  while  Moody’s  reduced 
Nomura’s  long-term  rating 
from  Baal  to  Baa2  and  placed 
its  short-term  rating  on 
review. 

The  downgrades  reflect  the 
growing  problems  at  Nomura, 
which  most  recently  include 
heavy  losses  at  its  real  estate 
subsidiary,  Nomura  Finance. 

The  broker  also  recorded 
first-half  losses  of  about  $1.3  bn 
to  overseas  markets. 

Nomura  is  appealing  to  large 
Japanese  banks  to  extend 
about  Y300bn  to  subordinated 
loons. 

S&P  yesterday  pointed  to 
"the  severely  distressed  asset 
quality  of  Nomura's  non-bank 
affiliate,  Nomura  Finance;  per- 
sistently large  high-risk  expo- 
sures in  the  US;  and  chal- 
lenges associated  with  the 
implementation  of  its  revised 
domestic  strategy." 

Junichi  Ujiig.  Nomura  presi- 
dent,: said:  “We  are  disap- 
pointed that  these  announce- 
ments come  only  a matter  of 
weeks  before  our  annual 
results  and  fail  to  reflect  the 
very  significant  progress 
Nomura  has  made  in  foe  past 
six  months.” 

Paul  Heaton,  analyst  at 
Deutsche  Bank  to  Tokyo,  said: 
"Nomura  came  to  rely  on  its 
overseas  earnings  in  the  1990s, 
but  with  little  profits  expected 
[from  overseas  operations]  in 
the  future,  it  will  have  to  get 
to  grips  with  its  clients  in 
Japan.” 

In  another  sign  of  mounting 
pressures  on  the  sector,  Wako 
Securities  and  New  Japan 
Securities,  two  mid-size  bro- 
kers. yesterday  said  they  were 
merging  to  create  the  coun- 
try’s fourth -largest  securities 
house. 

Nomura's  shares  were  down 
5.28  per  cent,  or  Y76,  to  Y1.364 
yesterday,  in  a felling  market. 

Lax,  Page  16 
Wako  merger,  Page  23 


By  Andrew  EdgecOTfe-Jalmson 
Lewis  to  New  York 


BTR 'Siebe,  fife  UK  engineering 
control#  . and  antomatlon 
grow,  i&Jocadng  to  raise  about 
£L9tm  from  the  sale  of 
its  eutomotive  and  paper  tech- 
nology businesses. 

Analysts  and  shareholders 
had-  thought  the  two  busl- 
jtoss.es  would  fetch ' about 
£L5bn-  / ’ 'r  . * 

The  automotive  division, 
which  .lncfofleg  Slebe's  fluid 
systems  afesete  as  well  as 
ISTBV  seating!  systems  and 
anti-vibration,  division,  could 
'^^dra^afi^.l^gefo'a  fhum- 

cjal  buyer  , for  -ip  expected 
iconfi-" 


foSJHtoed 
jfoGUgtoiohe 
■mT‘ buffers, 
people . £anifina-’1wfih  the  dis- 
posal process;  Lear  Corpora- 
tion might;  be  interested, 
people  dose  tp-  the  talks  said. 

BIar±fotoe^:  recently  lost  to 
Lear  ,ta-  fiw -Rattle  to  buy 
United^  Technologies’  auto 
parts  dfyiakm.  Lear  won  that 
auction- with  a bid  of  $2Jbn, 
beatinyjtiackgtfrne’s  bid  by 

$50m.  Hdd  Biackstone  suc- 
ceeded, it  wotdd  have  bear  one 
of  tha.Targest  «nns  the  invest 
merit  group  had  spent  an  an 

Goldman  Sacha  has  been 
agrpaSubed  to  sell  BTR  Slebe’s 
automotive  business,  and 
could  secure  q sale  as  early  as 
next  tocplh.  The  investment 
bank  deqfinedto  comment  yes- ; 
terday^  : ‘%i 

The.  auction  Of.  pq»r  tech- 
nology. vrinch  is  being  handled 
separately,  will  not  begin  far  a 
monfo,  but  is  expected  to  raise 

£600nh£700m. 


If  BTR  Siebe  succeeds  in 
raising  £21m,  Siebe  win  have 
recouped  more  than  half  the 
cost  of  its  aB-paper  merger  last 
year  with  BTR. 

The  merged  company,  which 
announced  plans  week  to 

frhanpp  its  rurrno  to  fayanm 

win  also  be  able  to  define  itself 
mare  dearly  as  a controls  and 
automation  company... 

The  Combined  automotive 
operations  bad  teles  of  £L64bn 
to  1998,  while  paper  technol- 
ogy, which  todUd&'foe  Weav- 
es* brmto,  had  :sate^  of  Just 
2800m.  • • i ’ 

The  jjnper  ^^itoss.  which 
coverh^tf  atol  ffos  for 
the  routes  of^aper  mfila,  com- 
petes  with  Mri.  of  the  US 
rand  Stop®  but  its 

strong  ' cas^-;^toeration  fs ; 
likely  to  a^raB^jmaancial  buy- 
; ; 

BTESiebeJ 


short 

former  engi-- 

np«riwg  bnsfee^';  ■ 

For  now,  retain  the 

division’s  jmdmnwwy 

tal  divtoS^^^pfod,  integrate 
them  mtotito^oap^ 

The'  stsfebm^yfez  Malaysia, 
the . SHtoB^citogfomerate  of 
which  B^t’twfoed  52  per  «*n*L 
is  expectedfo^be  sold,  but  the 
disposal  ia'-lhpught  to  be  low- 
priority  dnSt  inay  take  far 
longer^'  ", 

uh^fotood  that  no 
autmnofoe&  ^toiustry  - buyer 
buy  ftw*  entire 

Car  QCiUHkmPTrfa-  aHHdim. 

Hbwevss^lt  is  understood 
thfif  5 ; Btebe  received 


such  as  the 
: company, 

which;  rmii  to'ftnds  more 
half  ef  the  US  market  for  car 
windscreen - and  car  window 


teuerf^Me»^aanfey&Gxa^v^ijtUmttetl.i»giiatgdtytHc5«!Curttte*nda<iiiaAuthorttyDrriaed 


Mfe  create  innovative 
solutions  to  complex  problems. 

In  tbis  case,  reading. 

In  some  tendon,  boroygbs,  ptfeto  fiven6-year  olds  has  difficulty  reading  and  writing. 
Schools  are  iQotyngfoniew  ways  to  tackle  these  problems,  so  we’re  working 
with  thelhteGaQHyarai  the  Institute  of  Education  to  help  them  pioneer  "Visual  Paths". 

This  is  a Rtera (^programme  which  uses  art  and  visual  Images  to  insure  children 
to  read  and  write.  Ah-Unconventional  solution  to  a complex  problem.  And  exactly  what 
you'd  exped  from  a company  which  believes  that  anything  is  possible. 

MORGAN  STANLEY  DEAN  WITTER 
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FINANCIAL  SERVICES  GERMAN  BANK  SETS  ASIDE  DM1 00M  TO  COVER  ASIAN_RISKS  _ _ 

Commerzbank  makes  China  provision 


By  Tony  Barter  in  Frankfurt 

The  first  sign  that  China's 
financial  problems  may  be 
affecting  the  performance  of 
European  banks  emerged 
yesterday  when  Commerz- 
bank of  Germany  said  it  bad 
set  aside  DMlOOm  f€5lm, 
$56m>  in  risk  provisions  for 
its  Chinese  operations. 

Commerzbank,  Germany's 
fourth  largest  commercial 
bank,  said  its  exposure  to 
China  was  small  in  compari- 
son with  the  heavy  involve- 
ment of  European  banks  in 
1997  and  1998  in  the  markets 
of  south-east  Asia,  Russia 
and  Latin  America. 


Nevertheless  it  was  the 
first  time  the  bank  had 
included  China  in  its  provi- 
sions. 

Commerzbank  took  the 
precaution  just  before  the 
state-owned  Chinese  invest- 
ment agency  Gitic.  which 
owed  hundreds  of  millions  of 
dollars  to  foreign  banks,  was 
declared  bankrupt  in  early 
January. 

Gitic's  bankruptcy  shook 
foreign  banks  because  they 
had  lent  money  in  China  on 
the  assumption  that  the  cen- 
tral government  would  ball 
out  troubled  state-owned 
companies  with  debts  to  for- 
eigners. Gitic's  bankruptcy 


proceedings  are  due  to  start 
in  a few  weeks. 

Commerzbank  said  it  had' 
also  set  aside  DMlOOm  in 
provisions  for  Russia  late 
last  year,  but  that  its  overall 
risk  provisions  would  fall  by 
about  SOper  cent  this  year  to 
DMlUbn  from  DML72bn  in 
1998  and  DMlBBbn  In  1997. 

The  bank  said  it  had  sig- 
nificantly reduced  its  expo- 
sure to  high-risk  emerging 
markets  after  being  hit  by 
the  turmoil  in  south-east 
Asia  in  1997. 

It  had  successfully  avoided 
involvement  In  the  problems 
that  erupted  last  year  in  the 
Russian  rouble  bond  market 


and  in  US  hedge  funds,  i 

Commerzbank's  chairman, 
Martin  Kohlhaussen,  said 
the  bank  was  focusing  this 
year  on  European  expansion. 
He  said  Commerzbank 
wanted  to  be  part  of  a core 
shareholder  group  in  Credit 
Lyonnais,  the  French  bank 
due  for  privatisation  this 
year,  and  would  like  a stake 
of  about  5 per  cent. 

He  also  said  Commerzbank 
wanted  to  take  a 2.5  per  cent 
stake  by  2001  in  Italy's  larg- 
est insurer,  Assicurazioni 
Generali,  to  underpin  the 
two  groups'  co-operation. 
Generali  holds  a 5 per  cent 
stake  in  Commerzbank. 


“At  the  European  level  we 
are  working  on  the  idea  of  a 
transnational  financial  alli- 
ance," Mr  Kohlhaussen  said. 
“Significant  partners  from 
other  countries  should  be 
added  to  1 he  'elective  affini- 
ties’ we  have  with  major 
hanks  in  Italy.  Austria  and 
Spain." 

He  said  Commerzbank  was 
on  course  for  improving  its 
return  on  equity  this  year  to 
its  target  of  15  per  cent 

Pre-tax  return  on  equity 
last  year  was  10.4  per  cent. 
Commerzbank  issued  a 
revised  net  profit  figure  for 

1998  Of  DM1.74bn,  up  39  per 
cent  from  1997. 


Battle  begins  in  earnest  over  Telecom  Italia 

Rivals  are  wooing  shareholders  in  Olivetti's  takeover  fight,  say  Vincent  Boland  and  Andrew  Edgeclfffe-Johnson 


Shareholders  in  Telecom 
Italia  will  not  go  hungry 
as  they  study  Olivetti's 
hostile  €52.6bn  (S57  .31bn>  bid 
for  their  company. 

At  a series  of  lunches  and 
dinners  this  week,  Franco 
Bernabe,  Telecom  Italia 
chief  executive,  and  Roberto 
Colaninno,  his  counterpart 
at  Olivetti,  have  been 
wooing  UK-based  sharehold- 
ers as  the  battle  for  hearts 
and  minds  in  Europe's  big- 
gest takeover  begins  in  ear- 
nest 

So  far,  shareholder  reac- 
tion to  Olivetti's  bid  terms 
and  Telecom  Italia's 
response  has  been  luke- 
warm. While  they  see  merit 
in  both  strategies,  the  only 
point  on  which  shareholders 
appear  unanimous  is  that 
Olivetti's  bid  of  €10  a share 
is  too  low,  even  though  Mr 
Colaninno  has  so  far  ruled 
out  raising  it. 

“The  crux  of  the  matter  is 
that  I look  at  the  competing 
plans,  and  to  me  it  boils 
down  to  who  you  have  more 
confidence  in  to  execute 
shareholder  value  in  the 
long  term,"  said  Jeff  Dia- 
mond, vice  president  and 
assistant  portfolio  manager 
at  Franklin  Mutual  Advisers, 
a US  shareholder  in  Telecom 
Italia.  Schroder  Securities,  in 
a research  note  on  the  bid 
this  week,  said  there  was  “a 
good  chance"  of  Olivetti  win- 


Strategy  meeting  brought  forward 


Telecom  Italia  yesterday 
surprised  the  markets  by 
bringing  forward  its 
extraordinary  shareholders 
meeting  to  approve  its  new 
industrial  strategy  and  its 
defences  to  fight  Olivetti's 
bid,  writes  Paul  Betts  in 
Milan.  The  group  called  Its 
shareholders  meeting  on 
April  9 in  Turin  with  the 
possibility  of  extending  it  to 
Aprs  10  and  April  11. 

The  move  came  as  the 
Italian  government  cleared 
Olivetti's  sale  of  its  stakes  in 
Omnitei,  the  mobile  phone 
company,  and  Infostrada, 
the  recently  launched 


fixed-line  telephone  venture, 
to  Mannesmarm  of  Germany 
in  the  event  its  bid  for 
Telecom  Italia  is  successful. 
The  sale  is  designed  to  help 
Olivetti  finance  its  bid  at  the 
same  time  as  complying 
with  anti-trust  regulations. 

Telecom  Italia  had 
originally  been  expected  to 
call  the  meeting  either  on 
April  12  or  April  16.  By 
bringing  forward  the  date, 
the  company  appeared  to  be 
signalling  that  it  was 
confident  of  assembling  the 
necessary  30  per  cent 
quorum  of  shareholders  to 
approve  its  strategy. 


rung  67  per  cent  acceptances 
from  Telecom  Italia  share- 
holders, but  only  if  the  bid 
price  were  raised  to  €il/€I2 
a share  and  trade  union  sup- 
port secured,  and  if  Telecom 
Italia  did  not  “significantly" 
improve  its  defence  plan. 

The  bid  - which  has  yet  to 
be  formally  launched  - has 
set  neither  company  alight, 
and  telecoms  stocks  appear 
to  have  fallen  out  of  favour 
since  Olivetti  announced  its 
intention  to  take  over  Tele- 
com Italia  in  mid-February. 

When  it  finally  does  come 
next  month,  Olivetti's  bid 
will  target  only  Telecom  Ital- 


ia ’s  ordinary  shareholders. 
But  there  is  another  class  of 
shareholder  now  demanding 
to  be  considered  and  claim- 
ing to  have  the  power  to 
block  Olivetti's  plans  unless 
it  addresses  their  interests. 

These  are  Telecom  Italia 
shareholders  who  own 
savings  shares  - which  do 
not  have  voting  rights.  They 
own  29  per  cent  of  Telecom 
Italia  and  many  are  based  in 
the  US  and  UK.  They  claim 
they  have  the  power  to  block 
a merger  of  Telecom  Italia 
with  Tecnost,  the  Olivetti 
bidding  vehicle. 

Savings  shareholders  have 


certain  privileges  not 
afforded  to  Telecom  Italia's 
ordinary  shareholders.  They 
get  slightly  higher  divi- 
dends, have  preferred  status 
in  the  event  of  liquidation 
and  are  last  on  tbe  list  to 
bear  any  losses  Telecom 
Italia  incurs. 

And  while  their  shares  do 
not  carry  voting  rights, 
under  Italian  law  they  have 
the  right  to  vote  if  ordinary 
shareholders  put  forward 
proposals  that  “prejudice” 
those  privileges. 

Michaele  Ragazzi,  a part- 
ner at  Newman  Ragazzl. 
adviser  to  Giani  Capital, 
which  owns  both  classes  of 
Telecom  Italia  shares,  said 
the  terms  of  Olivetti’s  bid 
could  threaten  those  privi- 
leges because  a merger 
would  leave  savings  share- 
holders owning  a higher  pro- 
portion of  a company  with 
much  higher  debt  (the  bid  is 
largely  being  financed  by 
debt). 

He  said  this  gave  them  tbe 
right  to  vote  on  the  merger 
of  Tecnost  and  Telecom 
Italia  even  though  techni- 
cally their  shares  carry  no 
voting  rights. 

“I  think  it  Will  be  very  dif- 
ficult for  any  court  to  say 
the  interests  of  savings 
shareholders,  as  part  of  a 
new  company  [Tecnost]  with 
a lot  more  debt,  are  not  prej- 
udiced," he  said. 


BENERSIS 


NOTICE  OF  EXTRAORDINARY  MEETING 
OF SHAREHOLDERS 
OF 

} f ' * 

ENERSIS  SA. 


?6P.- 


Enersis  SA  has  called  an  extraordinary  meeting  of  shareholders,  at  the  request  of  share- 
holders. to  vote  regarding  a bylaw  amendment  increasing  the  percentage-  of  shares  that  may 
h»e  beneficially  owned  by  a shareholder  from  32%  to  65%. 

The  Board  of  Directors  of  Enersis  has  expressed  no  position  on  the  proposed  bylaw 
amendment.  Shareholders  and  holders  of  American  Depositary  Shares  are  encouraged  to 
express  their  views  by  voting.  Important  voting  information  is  set  forth  below'. 

• Only  ADS  holders  of  reconi  on  March  17, 1999  are  entitled  to  vote. 

* If  you  are  a registered  holder  of  American  Depositary  Shares,  you  must  deliver  vot- 
ing instructions  to  Citibank,  NA,  as  depositary,  prior  to  3:00  p.m..  New  York  City 
time.  Monday.  March  29, 1999. 

9 If  your  American  Depositary  Shares  are  held  in  the  name  of  a bank,  brokerage  firm 
or  other  custodian,  it  is  recommended  that  you  vote  By  Internet  if  instructions 
accompanying  the  proxy  materials  provide  for  voting  by  such  method.  Please 
allow  sufficient  time  for  your  bank,  brokerage  firm  or  other  custodian  to  forward 

your  vote  to  Citibank.  NA  prior  to  the  3:00  p.m..  New  York  City  time,  Monday, 
March  29. 1999  voting  deadline. 

s The  Extraordinary  Meeting  of  Shareiiolders  will  be  held  on  March  30, 1999  at 
10:00  am  (local  time)  at  Centro  de  Convenciones  Edificio  Diego  Rjrtales.  Avda. 
Libertador  Bernardo  O’Higgjns  233,  Santiago.  Chile. 

If  you  have  any  questions  about  the  voting  process,  please  call  the  Information  .Agent  at  the 
numbers  below  . 

The  Information  Agenl  is: 

GEORGESON 

& COMfmiY/NC. 

Wall  Street  Plaza 
New  York,  New  York  10005 
Call  Collect:  (212)  440-9800 
Call  Toll-Free:  (800)  223-2064 

March  25. 1999 


Shareholders  who 
attended  Telecom  Italia  pre- 
sentations said  Mr  Bernabe 
supported  that  view. 

Seeking  to  reassure  Tele- 
com Italia's  savings  share- 
holders, Olivetti  has  told 
them  their  privileges  would 
be  unchanged  under  its  take- 
over terms,  and  that  they 
could  gain  even  more  than 
ordinary  shareholders  if  the 
takeover  succeeded. 

Olivetti's  advisers  - Chase 
Manhattan,  Lehman 
Brothers.  Mediobanca  and 
Donaldson.  Lufkin  & Jen- 
rette  - said  savings  share- 
holders would  own  50  per 
cent  of  Tecnost  if  the  take- 
over succeeded  with  100  per 
cent  acceptances  from  ordi- 
nary shareholders.  If  the 
level  of  acceptances  was 
67  per  cent,  the  savings 
shareholders  would  end  up 
with  37  per  cent  of  Tecnost 

In  both  cases,  that  is  a 
higher  level  of  equity  partici- 
pation than  savings  share- 
holders enjoy  in  Telecom 
Italia.  But  it  remains  to  be 
seen  whether  they  are  ready 
to  accept  the  terms. 

Some  savings  shareholders 
say  they  are  prepared  to 
take  legal  action  to  assert 
their  rights,  although  none 
was  prepared  to  say  so  in 
public.  Whether  they  do  or 
not,  it  is  dear  there  is  a lot 
of  work  for  lawyers  on  both 
sides. 




Mediobanca  chief  faces 
pressure  to  stand  down 


By  Paid  Betts  in  ftOan 

Vincenzo  Maranghi,  the 
chief  executive  of  Medio- 
banca. yesterday  came  under 
increasing  pressure  from 
some  shareholders  and  bank- 
ers to  step  down  to  clear  the 
way  for  a radical  restructur- 
ing of  the  Milan  investment 
hank  caught  up  in  the  mid- 
dle of  the  consolidation  of 
Italy's  banking  system. 

Mr  Maranghi,  the  bank's 
chief  executive  for  the  past 
10  years  and  the  protege  of 
Enrico  Cuccia.  Mediobanca’s 
92-year-old  honorary  chair- 
man, is  being  increasingly 
blamed  far  the  bank's  loss  of 
Influence  after  a string  of 

well  publicised  setbacks. 

The  latest  was  his  attempt 
to  force  a merger  between 
Banca  di  Roma  and  Banca 
Commerciale  Italians  (BCT). 
This  has  collapsed  following 
weekend  bids  by  San  Paolo- 
IMI,  the  Turin  bank,  to 
merge  with  Banca  di  Roma 
and  a separate  offer  from 
Milan's  UniCredito  I tali  an  a 
to  merge  with  BCI. 

Milan  bankers  yesterday 


dismissed  speculation  that 
Mediobanca  was  considering 
mounting  a rival  bid  for  BCL 
Italian  press  reports 
suggested  that  Mr  Maranghi, 
with  the' support  of  Mr  Cue- 
da  and  Cesare  Romiti,  the 
former  nhairman  of  Elat  and 
a traditional  ally  of  Medio- 
banca, were  planning  a 
L25,000bn  <$14jOSbn)  bid  for 
BCI.  Mr  . Romiti  said  yester- 
day in  a newspaper  inter- 
view;  “What  would  1 do  with 
this  money:  elope  with  Sha- 
ron Stone?" 

Bankers  also  said  it  would 
be  difficult  for  any  eventual 
rival  bid  to  be  mounted  with- 
out prior  approval  of  the 
Bank  or  Italy.  The  central 
bank  has  already  made  it 
clear  it  is  opposed  to  any 
hostile  bids. 

If  Mediobanca's  top  manage- 
ment issue  was  not  resolved 
quickly,  bankers  said  yester- 
day. there  was  a risk  that 
Mediobanca's  investment 
banking  unit  could  be  taken 
over  or  dismembered.  About 
90  bankers  work  for  the 
investment  unit  and  many 
have  already  been 


approached  by  rival  US 
investment  banks. 

It  is  also  understood  that 
US  investment  banks  keen 
to  expand  in  Italy  are 
already  considering  luring 
away  the  entire  Mediobanca 
investment  team. 

Mediobanca's  activities  are 
split  between  its  investment 
banking  operations  and  its 
rich  portfolio  of  holdings  to 
large  Italian  financial  and 
industrial  groups. 

BCI's  board  yesterday  said 
it  would  meet  on  Saturday  to 
consider  UniCredito ’s  share 
exchange  offer.  Although 
there  is  expected  to  be  resis- 
tance from  allies  of  the 
Mediobanca  old  guard  on  tbe 
BCI' board,  bankers  yester- 
day felt  the  balance  was  now 
tilted  in  favour  of  the  Uni- 
Credito merger. 

Banca  di  Roma's  board 
yesterday  postponed  a deci- 
sion on  San  Paolo-IMI's 
merger  offer  saying  it 
needed  to  be  examined  more 
deeply.  However.  Italian 
bankers  said  the  Rome  bank 
was  also  expected  to  eventu- 
ally approve  a merger. 


i 


SG  and  Paribas  say  merger 
could  create  extra  synergies 


By  Clay  Harris  In  London 
and  Samer  Iskandar  in  Paris 


Soctiite  G6n6rale  and  Paribas 
said  yesterday  their  pro- 
posed merger  would  create 
€258m  fS281m>  more  in 
annual  synergies  by  2001, 
mainly  through  reduced 
costs,  than  they  had  initially 
thought. 

The  French  banks  pre- 
dicted total  synergies  now 
exceeding  €lbn  would 
enable  SG  Paribas  to  achieve 
a return  on  equity  of  18  per 
cent  by  2001,  against  an  orig- 
inal estimate  of  15  per  cent 
and  a pro  forma  combined 
figure  of  II  per  cent  in  1998. 

SG  and  Paribas  gave 
details  of  their  new  forecasts 
in  an  effort  to  win  support 
for  their  agreed  deal, 
announced  in  February, 
rather  than  the  hostile  bid 
for  both  launched  earlier 
this  month  hy^Banque  Nat- 


ional de  Paris.  Analysts 
welcomed  tbe  move,  whose 
main  effect  was  perceived  to 
be  increased  pressure  on 
BNP  to  improve  its  offer. 

Yesterday's  initiative 
comes  ahead  of  a crucial 
meeting  tomorrow  of  market 
regulators.  Approval  by  the 
credit  institutions  committee 
.CECETJ,  chaired  by  the  cen- 
tral bank  governor  and  com* 
prising  treasury  officials  and 
bankers,  is  necessary  for 
BNP's  offers  to  proceed. 

Its  decision  is  seen  as  a 
watershed  for  French  hank, 
ing.  Clearance  for  BNP’s 
offer  would  be  interpreted  as 
signalling  the  end  of  a tacit 
taboo  against  hostile  bids. 

SG  and  Paribas  said  they 
now  expected  total  cost 
savings  of  €968m  and  reve- 
nue enhancements  of  €55m. 
They  also  promised  to 
achieve  40  per  cent  of  expec- 
ted corporate  and  invest- 


ment banking  cost  cuts  of 
€732m  within  one  year  of 
completion. 

They  said  the  revised  busi- 
ness plan  would  create 
C12.8bn  in  excess  capital  by 
2001.  Of  this,  €3.3bn  would 
arise  from  reduction  of  low 
margin  businesses.  €l-2bn 
from  profits  on  asset  sales 
and  €S.3bn  from  net  income 
over  the  period. 

Nearly  half  of  the  total, 
some  f622bn.  would  be  avail- 
able for  share  buy-backs  or 
other  ways  of  increasing 
shareholder  value. 

Daniel  Bouton,  SG  chair- 
man.  said  a mass-media 
advertising  campaign  to 
defend  the  SG  Paribas  proj- 
ect was  imminent.  This 
week,  BNP  launched  a radio 
advertising  campaign. 

BNP  shares  fell  €1.15  to 
€76-80,  SG  was  unchanged  at 
€171  and  Paribas  closed  60 
cents  up  at  €101.50. 


Fimalac  bids  for 
Strafor  Facom 


By  Samar  Iskandar  in  Paris 


EFimalac,  the  holding 
^company  controlled  by  Marc 
rLadreit  de  :Lacharri&re,  the 
secretive  French  business- 
man, yesterday  launched  a 
surprise  takeover  bid  for 
Strafor  Facom,  the  French 
tool  and  car  components 
.manufacturer. 

•'  The  move  is  the  Latest  step 
in  a reshuffling  of  the  activi- 
ties of  Fimalac,  whose  main 
business  is  Fitcb-IBCA,  the 
'financial  rating  agency  cre- 
ated by  the  recent  merger  of 
Fitch,  of  the  US,  and  tbe 
Fran  co-British  agency  LBCA 

Fimalac  is  offering  €80  for 
each  Strafor  Facom  share, 
valuing  the  target  at  €848m 
(S924m).  a 20  per  cent  pre- 
mium over  the  last  closing 
price  and  24  per  cent  more 
than  the  average  price  over 
the  past  month.  Its  offer  is 
conditional  on  obtaining  at 
least  50.01  per  cent  of  out- 
standing shares. 

Fimalac  said  it  aimed  to 
“accelerate  the  international 
development  of  Strafor 
Facom,  by  giving  it  the 
means  to  become  a world 
leader  in  hand-beld  tools". 

Last  year.  Fimalac  sold 


Sefimeg,  its  property  arm.  to 
a group  of  investors  led  by 
Francois  Pinault,  who  con- 
trols Pinault  Printemps 
Redoute,  the  retailing  group 
fighting  with  luxury  group 
LVMH  for  control  of  Gucci, 
the  Italian  fashion  company. 

In  recent  years.  Fimalac 
also  spun  off  its  media  arm 
and  sold  Sofres,  the  opinion 
palling  concern. 

Strafor  Facom  bas  also 
been  restructuring,  under 
the  leadership  of  Paul-Marie 
Chavanne,  who  took  the 
helm  less  than  a year  ago. 
Last  month,  it  sold  its  50  per 
cent  stake  In  Steel  case  Stra- 
for  Facom,  an  office  furni- 
ture business,  to  its  US  joint 
venture  partner  Steelcase. 

Yesterday's  announcement 
threatens  to  block  a plan  by 
Strafor  Facom  to  merge  with 
Autodistribution  (AD),  a car 
components  wholesaler.  The 
deal  was  to  be  financed 
through  the  distribution  of 
new  Strafor  Facom  shares  to 
AD  shareholders,  giving 
them  20  per  cent  of  the 
enlarged  group's  equity. 

The  plan,  agreed  between 
the  two  groups’  managers,  is 
to  be  submitted  to  AD  share- 
holders by  the  end  of  May. 


New  chief  quits 
struggling  CME 


By  Kerin  Done, 

East  Europe  Correspondent 

Centra]  European  Media 
Enterprises  (CME),  the  pio- 
neer of  privately  owned  com- 
mercial television  in  east 
Europe,  has  changed  its 
senior  management  for  the 
second  time  in  12  months 
after  facing  continuing 
heavy  losses  and  a deep  fall 
in  its  share  price. 

The  company  said  Michel 
Delloye.  chief  executive  for 
the  past  year,  had  resigned 
“to  pursue  other  business 
opportunities". 

Mr  Delloye  was  previously 
chief  executive  of  CLT,  the 
international  media  group, 
and  was  instrumental  in 
bringing  about  its  merger  in 
1996  with  Ufa.  the  television 
division  of  Bertelsmann  to 
create  one  of  Europe's  big- 
gest privately  owned  broad- 
casting groups. 

He  has  been  replaced  at 
CME  by  Fred  Khnkhammer, 
who  joined  CME  in  January, 
1998,  as  chief  operating  offi- 
cer and  executive  vice  presi- 
dent. He  previously  operated 
an  international  broadcast- 
ing and  telecommunications 
consultancy  and  held  several 


leading  positions  in  broad- 
casting and  cable  television 
operations  in  Canada. 

The  company  has  faced 
serious  financial  problems  in 
Poland  and  Hungary  during  & 
the  past  year.  Ronald  Lau- 
der, one  of  the  heirs  to  the 
Estfie  Lauder  cosmetics  for- 
tune and  controlling  share 
holder  and  non-executive 
chairman  of  CME.  has  been 
forced  to  provide  additional 
equity  capital  to  shore  up 
the  group's  finances. 

He  injected  S22.725m  Into 
CME  through  RSL  Capital, 
his  wholly-owned  company. 

In  the  past  12  months  the 
CME  share  price  has  fallen 
to  a low  of  under  $5  from  a 
peak  of  $30.  It  has  risen  to 
around  $8  per  share  in 
recent  trading. 

CME  has  also  strength- 
ened its  finances  through  a 
new  $i5m  loan  syndicated  by 
ING  Barings,  that  was 
agreed  two  weeks  ago,  and  it 
has  sold  its  9.6  per  cent 
stake  in  Mobil  Rom,  one  of 
two  mobile  phone  operators 
in  Romania.  The  group  suf- 
fered a net  loss  of  $88.7m  in 
the  first  nine  months  last 
year  compared  with  a loss  of 
$60- 6m  a year  ago. 


Standard  Chartered  PLC 

(Incorporated  with  Emited  HabiSty  in  England) 

£300,000,000 

Undated  Primary  Capital  Floating  Rate  Notes 
of  which  £150,000,000 

comprises  the  Initial  Tranche 

In  accordance  with  the  Terms  and  Conditions  ot  the 
Notes,  notice  Is  hereby  given  that  for  the  three  months 
period  (92  days)  from  24th  March  1999  to  24th  June 
1999  the  Notes  will  carry  an  Interest  Rate  of  5 9/16  per 
cent  per  annum. 

The  interest  payment  date  will  be  24th  June  1999. 
Coupon  No.  56  wifi  therefore  be  payable  on 
24th  June  1999  at  £701.03  per  coupon  from  Notes  of 
£50,000  nominal  and  £70.10  per  coupon  from  Notes  of 
£5,000  nominal- 


ly J.  Henry  Schroder  & Co.  Limited 

Agent  Bank 


FCE  Bank  pic 

(formeriy  Ford  Credit  Europe  pic) 

US.  $8,000,000,000 

Euro  Medium-Term  Note  Programme 

£150,000,000 

Floating  Rate  Notes  due  February  8, 2000 

(Senes  M and  M2) 

NOTICE  IS  HEREBY  GIVEN  In  accordance  with  pmvPHnu  . - 
Terms  and  Condrttons  of  the  Notes.  ihSpCE 
Credit  Europe  pic)  wtfl  redeem  aU  the 
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Interest  on  the  Notes  will  cease  ho  accrue  from  the  redemption  data. 
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Trinity  Tower 

9 Thomas  More  Street 

London  El  SVT 
Chase  Manhattan  Bank  AG 
30  Ulmanstrasse 
80235  Frankfurt  am  Main 
KrtxfletbankN-V. 
Arenbeigsitraai  7 
B- WOO  Brussels 

By:  The  Chase  Manhattan  Bank 
London,  Agent  Bank 

March  25. 1999 
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We  believe  that  flexibility  not  a rigid  formula,  is  the  way  to  meet  the 
diverse  demands  of  our  client  base.  We  value  as  our  most  important 
asset  our  global  network  of  14.000  staff  and  their  14,000  individual, 
innovative  ways  of  thinking.  We  add  to  that  the  ability  to  bring 
those  ideas  together  - to  focus  them  and  leverage  the  power  of  the 
global  franchise  for  our  clients.  It's. a combination  which  enables 
us  to  act  faster  and  achieve  more.  So  we  not  only  break  the  mould 
- we  often  break  the  records  too. 


An  investment  bank  of  global  intelligence 


www.wdr.com 
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MEDIA  PACKER  GROUP  EYES  LEAPING  CHAIN 

CPH  makes 
bid  for  Hoyts 
Cinemas 


Lazard  Asia  to  buy  HK  publishing  group 


By  Russell  Baker  m Sydney 

Consolidated  Press  Holdings, 
the  family  company  of  Aus- 
tralian media  tycoon  Kerry 
Packer,  has  launched  a 
AS609m  (US$390m)  takeover 
bid  for  Hoyts  Cinemas,  one 
of  the  country's  two  leading 
cinema  chains. 

CPH  has  unveiled  a A82.00 
a share  offer  for  the  ordinary 
shares  of  Hoyts  Cinemas,  to 
which  are  stapled  common 
shares  in.  Hoyts  Cinemas 
America. 

The  Hoyts  group  has  1.662 
cinema  screens  at  211  sites 
in  Australia,  New  Zealand, 
the  US.  Mexico.  Argentina. 
Chile.  Uruguay.  Germany 
and  Austria. 

CPH  is  already  to  entitled 
to  17.13  per  cent  of  Hoyts 
stapled  shares  after  securing 
options  to  acquire  shares 
from  Heilman  & Friedman, 
the  US  investment  bank,  and 
Lend  Lease,  the  large  Aus- 
tralian property  and  finan- 
cial services  group. 

Heilman  has  agreed  to  sell 
half  its  25  per  cent  stake  and 
Lend  Lease  will  be  selling  all 
of  its  4.6  per  cent  holding.  It 
is  understood  CPH  is  happy 
with  Hoyts'  present  strategy 
and  views  its  bid  as  an 
investment  rather  than  an 
aggressive  takeover  offer. 

Last  month  Hoyts  reported 
a 2.3  per  cent  rise  in  net 
profit  to  A$I5.58m  for  the 
hall  year  to  December  31. 
1998.  Peter  Ivany.  Hoyts 
chief  executive,  said  at  the 
time  “the  group  is  on  track 
with  the  implementation  of 
our  considered  and  careful 
growth  strategy  worldwide 
by  upgrading  to.  and  expan- 
sion of,  new  stadium-style 
megaplex  cinemas”. 

However  Mr  Ivany  warned 
that  Hoyts  full-year  results 
would  be  "relatively  flat". 


Hoyts'  scrip  closed  at  ASl.85 
yesterday,  prior  to  the 
announcement  of  the  CPH 
offer. 

Meanwhile.  Mr  Packer  said 
he  still  wanted  to  control 
John  Fairfax,  the  Australian 
newspaper  group,  and  that 
News  Corp,  controlled  by 
Rupert  Murdoch,  should  be 
free  to  take  over  Seven  Net- 
work. the  television  group. 

Mr  Packer's  CPH  controls 
Publishing  & Broadcasting 
fPBLj,  which  owns  the  Nine 
Network  and  a stable  of 
magazines.  Cross-media 
rules  prevent  him  buying 
Fairfax  while  foreign  owner- 
ship rules  restrict  News 
Corp's  expansion  ambitions 
in  Australia. 

Speaking  in  a televised 
interview  to  mark  the 
relaunch  of  PBL's  flagship 
magazine  The  Bulletin,  Mr 
Packer  claimed  the  internet  1 
was  making  the  Federal  gov-  ; 
emment’s  stance  on  media 
regulation  redundant.  “I 
think  the  world  changes  and 
you  can't  just  sit  there  in 
isolation."  he  said. 

He  said  he  expected  both 
sides  of  politics  to  eventually 
agree  with  him.  This  month 
the  government  asked  the 
Productivity  Commission  to 
conduct  an  inquiry  into  the 
broadcasting  laws  to  ensure 
competition  among  the  coun- 
try's television  and  radio 
groups. 

At  the  time  Peter  Costello. 
Federal  Treasurer,  tried  to 
play  down  the  significance 
of  the  inquiry  saying  it  "does 
not  signal  any  change  to  the 
government's  media  poli- 
cies”. 

Responding  to  Mr  Packer's 
comments  yesterday  Mr  Cos- 
tello said  policy  was  not 
driven  by  Mr  Packer’s  “com- 
mercial interests"  but  by 
national  interests. 


By  Rated  Jacob  in  Hong  Kong 

Lazard  Asia  Investment 
Management  is  acquiring 
Sing  Tao,  the  Hong  Kong 
listed  publishing  company 
owned  by  Sally  Aw.  Lazard 
announced  on  Tuesday. 

A subsidiary  of  Lazard 
Asia's  will  purchase  about  SO 
per  cent  of  the  shares  of  Sing 
Tao  for  HKS1.25  a share. 

Lazard  and  Miss  Aw  were 
on  the  verge  of  concluding  a 


deal  in  December,  when  Miss 
Aw  abruptly  withdrew  by 
falling  to  attend  the  signing 
of  Lazard's  proposal 
Days  later  she  entered  into 
a transaction  with  China 
Enterprise  Development 
Fund,  a Dublin-listed  fund. 
In  February,  a Hong  Kong 
court  refused  to  give  its 
approval  for  the  deal 
The  Judge  described  the 
Lazard  offer  then  as  “infi- 
nitely more  advantageous" 


for  Miss  Aw's  unsecured 
creditors  and  the  minority 
shareholders  of  Sing  Tao. 

Miss  Aw  is  then  believed 
to  have  sought  to  sell  her 
shares  to  another  group  of 
buyers,  but  the  deal  did  not 
go  through  either  because  of 
Hong  Kong  Securities  and 
Futures  Commission  regula- 
tions. 

The  SFC  requires  that  a 
purchase  of  more  than  35  per 
cent  of  a company’s  shares 


must  include  a general  offer 
for  the  remaining  shares. 

Lazard  said  it  would 
launch  a general  offer  for  all 
the  remaining  shares  of  Sing 
Tao  at  HKS1-25  after  it  has 
purchased  47  per  cent  of  the 
company  from  banks  who 

are  secured  creditors  of  Miss 

Aw  and  3 per  cent  from  com- 
panies controlled  by  her. 

In  January,  bankruptcy 
petitions  were  filed  against 
Miss  Aw  by  Ho  Ying-chie. 


chief  executive  of  Hong 
Kong  Tobacco,  .who  said  he 
had  lent  her  HKSZTOm 
(S3LSm). 

There  was  a further  twist 
because  Miss  Aw  has  been  at 
the  centre  of  a controversy 
after  the  Hong  Kong  govern- 
ment prosecuted  three  of  her 
employees  for  inflating  cir- 
culation figures  of  one  of  the 
papers  she  owned,  the  Hong 
Kong  Standard.  Hie  govern- 
ment said  tt  did  not  have 


enough  evidence  to  prose- 
cute Miss  Aw. 

Elsie  Leung,  the  justice 
secretary,  said  an  additional 
consideration  was  that  it, 
would  not  have  been  in  the 
public  interest  since  Miss 
Aw’s  staff  might  have  lost 
their  jobs  as  a result  That 
argument  prompted  severe 
criticism  of  the  justice  secre- 
tary, Including  a vote  of  no- 
confidence  in  the  local  legis- 
lature, which  was  defeated. 
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Arab  banks  approach  the  crossroads 

Falling  margins  in  an  insular  market  prompt  look  at  foreign  fields,  writes  Roula  Khalaf 


Cost  to  incline  ratio  for  teaifeig  banks 
Selected  Mite*  mutats.  % (1937) 
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Rhetoric  about  pan-Arab 
unity  and  the  vision  of 
an  Arab  economy  has 
never  produced  more  than  a 
faint  hint  of  economic  inte- 
gration in  the  Middle  East 
And  in  banking  there  is 
only  one  bank  in  the  region 
which  can  truly  be  called 
pan- Arabic  - the  Jordan- 
based  Arab  Bank,  which  is 
of  Palestinian  origin. 

But  even  this  region, 
which  has  tried  hard  to  insu- 
late itself  from  the  trends 
sweeping  the  world,  cannot 
remain  isolated.  As  banking 
margins  come  under  pres- 
sure. business  opportunities 
shrink  in  the  Gulf  and 
Increased  competition  takes 
hold  in  the  more  diversified 
economies.  Consolidation, 
cross-border  expansion  and 
thus  mergers  and  acquisi- 
tions are  now  the  centre  of 
debate  in  Arab  circles. 

Although  the  merger  wave 
in  Europe  and  the  US  can 
not  yet  be  said  to  have 
reached  the  Middle  East, 
there  are  signs  that  it  might 
“Total  assets  In  Arab 
hanks  were  put  at  $410bn  in 
1997.  equal  to  the  size  of  one 
US  regional  bank,  precisely 
the  kind  of  bank  that  is  told 
it  is  too  small  to  survive  in 
today’s  turbulent  markets," 
writes  Henry  Azzam,  chief 
economist  at  Middle  East 
Capital  Group,  an  invest- 
ment hank  trying  to  service 
the  whole  region. 

“We  are  not  living  in  our 


own  oasis.  Domestic  markets 
are  small  and  open  to  for- 
eign competition.  So  it  Is  bet- 
ter to  be  strong  and  consoli- 
dating than  losing  market 
share.” 

There  are  many  disincen- 
tives to  consolidation.  In 
most  of  the  region's  markets 
banking  has  traditionally 
carried  a prestige  that  over- 
rides any  economic  ratio- 
nale. 

In  some  countries,  families 
started  banks  to  fund  then- 
other  businesses  and  gradu- 
ally turned  the  institution 
Into  a family  Jewel.  “Many 
banks  prefer  to  be  a big  fish 
in  a small  pond,"  notes  Gor- 
don Scott,  analyst  at  rating 
agency  Fitch  IBCA. 

Ranking  has  been  an  easy, 
profitable  business,  feeding 
in  many  cases  on  govern- 
ment contracts  and  privi- 
leged political  connections. 
This  has  encouraged  compla- 
cency. 

Moreover,  with  often  strin- 
gent labour  laws  that  differ 
from  country  to  country  and 
varying  regulatory  environ- 
ments, reaping  the  fruits  of 
cross-border  consolidation 
through  cost-cutting  is  far 
less  promising  than  in  the 
West 

But  Middle  East  banking 
is  at  a crossroads.  Analysts 
predict  that  strong  banks 
will  increasingly  look  to  the 
region  for  opportunity  and 
at  cross-border  transactions 
to  boost  their  profits. 


France  Telecom: 
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growth 
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Rising  Revenues 

In  1998,  France  Telecom's  revenues  rose  5.2%,  compared  to  2.4%  in  1997, 
and  now  stand  at  FRF  161.7  billion  {€  24.6  billion).  This  achievement 
reflects  steadily  accelerating  revenue  growth  throughout  the  year.  The 
most  significant  increase  occurred  in  the  areas  of  mobile  telephony  (+  44%), 
leased  lines  (+  16%),  and  information  services  (+  19%).  Revenues  from 
abroad  also  showed  strong  growth  {+  39%)  and  now  account  for  9.3%  of 
consolidated  revenues. 

Operating  income  stands  at  FRF  28  billion  (€  4.27  billion),  an  increase 
of  4.9%.  Our  net  income  for  1998  was  FRF  15.1  billion  {€  2.3  billion), 
up  from  FRF  14.9  billion  {€  2.27  billion). 

Surging  Telephone  Traffic 

Telephone  traffic  showed  a 9.2%  increase,  sBghtiy  exceeding  our  target 
The  volume  handled  from  start  to  finish  by  France  Telecom  rose  6.4%. 

High-Growth  Business 

In  mobile  telephony,  we  had  an  outstanding  performance,  with  significant 
growth  in  both  traffic  and  number  of  subscribers.  France  Telecom  is  the 
number  one  mobile  phone  company  in  France,  with  close  to  a 50%  market 
share  and  an  increase  of  nearly  82%  in  the  number  of  Itineris  subscribers. 

Once  again,  our  growth  in  the  Internet  field  has  been  exponential.  In  a 
single  year,  traffic  increased  fourfold,  the  Wanadoo  subscriber  base  fivefold 
(500,000  subscribers),  and  our  market  share  doubled. 

Our  international  business  was  marked  by  the  strengthening  ol  our  alliance 
with  Deutsche  Telekom  and  new  investments  in  eight  countries. 

Dividends 

At  the  Shareholders'  Meeting  on  May  20th,  1999,  a net  dividend  of 
1 euro  per  share  (+  € 0.5  tax  credit)  will  be  proposed.  > 

http://www.  francetelecom.fr  M 


1998  was  marked  by  further  growth 
in  telephone  traffic  and  the  rapid 
development  of  mobile  phone,  Internet 
and  international  activities  in  an 
increasingly  competitive  context 
France  Telecom  has  succeeded 
in  consolidating  its  position, 
demonstrating  both  its  determination 
and  the  soundness  of  its  marketing 
policy.  Intemationaly,  France  Telecom 
has  extended  its  activities,  particularly  in 
Europe,  and  realized  its  first  operational 
synergies  with  Deutsche  Telekom. 

In  1999,  France  Telecom  intends  to 
maintain  and  develop  its  strategy 
for  growth  in  high-potential  areas  like 
the  Internet,  mobile  tetecorrmsircations, 
and  international  markets. 
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While  some  will  take 
advantage  of  last  year’s  deri- 
sion by  the  Gulf  Cooperation 
Council  (GCC)  - Saudi 
Arabia,  Oman,  the  United 
Arab  Emirates,  Bahrain, 
Qatar  and  Kuwait  - to  allow 
banks  to  open  branches  in 
other  GCC  countries,  others 
will  be  looking  for  strategic 
alliances  or  taking  stakes  in 
hanks  in  neighbouring  coun- 
tries. 

Andrew  Cunningham, 
senior  analyst  at 
Moody's,  says  that  one 
valuable  basis  for  consolida- 
tion could  be  between  banks 
in  countries  needing  technol- 
ogy. such  as  Egypt  or  Tuni- 
sia, and  hanking  systems 
such  as  the  Saudi  one  which 
has  reached  high  levels  of 
sophistication. 

So  far,  the  role  model  for 
regional  wholesale  banking 
is  Gulf  International  Bank 
(GIB),  based  in  Bahrain. 
With  significant  activity  in 
loan  syndication  across  the 
Gulf,  it  decided  at  the  end  of 
last  year  to  acquire  the  Lon- 
don-based Saudi  Interna- 
tional Bank. 

One  of  the  main  examples 
of  consolidation,  the  deal  is 
expected  to  open  new  Arab 
markets  for  the  bank  and 
take  it  into  corporate  finance 
and  fund  management 
Analysts  also  expect  GIB 
to  be  the  first  bank  to  enter 
other  Gulf  markets,  as  it  is 
believed  to  be  seeking  a 


license  to  start  a branch  in 
Saudi  Arabia. 

Other  cross-border  deals  in 

the  past  two  years  - where 
Gulf  institutions  have  taken 
stakes  in  banks  in  more 
diversified  economies  - 
include  Emirates  T*ank  Inter- 
national acquiring  10  per 
cent  of  Rank  of  Beirut  and 
Bin  Mahfouz  Group,  the  larg- 
est shareholders  in  NCB. 
buying  Credit  Libanais  and 
16  per  cent  of  Jordan’s  Hous- 
ing Rank. 

As  hanks  continue  to  con- 
template cross-border  deals, 
some  merger  activity  Is 
already  taking  place  within 
domestic  markets. 

The  deal  that  is  grabbing 
the  most  attention  is  in 
Saudi  Arabia,  the  biggest 
banking  market  in  the 
region.  United  Saudi  Bank  - 
30  per  cent  owned  by  Prince 
Walid  bin  Talal  and  created 
through  the  merger  of 
United  Saudi  Commercial 

Rank  and  Saudi  Cairo  Bank  - 

is  in  preliminary  merger 
talks  with  Saudi  American 
Bank  (Samba),  30  per  cent 
owned  by  Citibank. 

The  combined  entity, 
which  plans  to  retain  the 
Samba  name,  will  have  a 
total  market  capitalisation  of 
S5.6bn. 

Elsewhere  in  the  region, 
the  overbanked  Lebanese 
market  - with  nearly  80 
institutions  - has  seen  the 
most  mergers  and  acquisi- 
tion activity,  driven  by 


SaxE  Arabia  Tcwda  Lebanon. 

Jordan  Horaces  Oman 


Morocco  4% 


Jordan  4K 


Other  11* 


lefiaunZ*’ 


Saa9Afrtfe2BKr 


d s> 


TJAE135C 


Saxx  HtasaEqulr  Harm* 

encouragement  from  the 
central  bank. 

The  recently  announced 
plan  by  Banque  Byblos  to 
merge  with  Banque  Liban- 
aise  pour  le  Commerce  cre- 
ates the  biggest  market  capi- 
talisation in  the  industry 
(S840m)  and  is  likely  to  speed 
up  other  banks'  search  for 
merger  partners. 

London-based  Blakeney 
Management  says  Lebanon 
could  see  20  or  30  more 
mergers.  “No  one  admits  tt 


but  there  is  also  a not  so 
discreet  race  to  be  number 
one.” 

However  not  all  proposed 
mergers  in  the  region  have 
met  with  enthusiasm  from 
investors.  Mr  Cunningham 
says  banks  will  have  to 
prove  that  bigger  is  better. 
“The  question  is:  Do  yon 
have  to  be  big  or  is  it  better 
to  be  a medium  sized  bank 
that  is  good  at  what  it  does? 
Being  big  for  big's  sake  is 
usually  a bad  Idea.” 
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SOCIETE  EUROPEENNE  DES  SATELLITES  S.A.  (SES) 
Information  to  FDRs  holders 


ASTRA  — ..  _ Notice  is  hereby  given  of  the 

t"™"™  Annual  General  Meeting 

of  Soctete  Einopfennedes  Satellites  £A  to  be  held,  according  to  artide  18,  paragraph  1 of  file  SES  Articles  of  Incorporation  on 

Thursday,  April  15, 1999  at  1030  a.m. 

at  the  Company's  registered  office  at  Chateau  de  Betzdorf,  L-6815  Betzdorf  (Grand-Duchy  of  Luxembourg) 

Agenda 

1.  Attendance  list,  quorum  and  adoption  of  the  agenda 

2.  Nomination  of  a secretary  and  of  two  scrutineers 

3.  Presentation  by  the  Chairman  of  the  Board  of  Directors  of  the  1998  Activities  Report  of  the  Board 

4.  Presentation  by  the  Director  General,  Chairman  of  the  Management  Committee,  of  the  main  developments  of  the 
Company  during  1998  and  perspectives 

5.  Presentation  by  the  Director  of  Finance,  Member  of  the  Management  Committee,  of  the  1998  financial  results 

6.  Presentation  of  the  audit  report 

7.  Approval  of  the  balance  sheet  as  of  December  31,  1998  and  of  the  1998  profit  and  loss  account 

a Ratification  of  appointments  to  the  Board  of  Directors  and  the  Management  Committee  since  the  last  Annual  Meeting 
9.  Discharge  to  the  members  of  the  Board  of  Directors 

10.  Discharge  to  the  auditor 

11.  Decision  on  allocation  of  the  1998  profits 

12.  Conversion  of  the  corporate  capital  into  euros 

13.  Transfers  between  reserve  accounts 

14.  Appointment  of  the  auditor  and  determination  of  remuneration 

15.  Appointment  of  the  Board  of  Directors 

a)  Determination  of  the  number  of  the  members  of  the  Board  of  Directors 

b)  Determination  of  the  duration  of  the  mandate  of  the  members  of  the  Board  of  Directors 

c)  Appointment  of  the  members  erf  the  Board  of  Directors 

d)  Determination  of  the  remuneration  of  the  members  of  the  Board  of  Directors 

16.  Miscellaneous 

Voting  Instructions 

The  FDR  (Fiduciary  Depositary  Receipt)  holder  is  entitled,  subject  to  applicable  provisions  (e.g.  Luxembourg  Law,  the  Articles 
of  Incorporation,  shareholders  thresholds  and  Concession  Agreement)  to  instruct  the  Fiduciary  as  to  the  exerdse  of  the 
voting  rights  by  means  of  a voting  certificate  available  on  request  at  the  bank  where  his  FDRs  are  held. 

In  order  for  the  voting  instructions  to  be  valid,  the  voting  certificate  form  must  be  completed  and  duly  signed  by  the  FDR 
holder  or.  as  the  case  may  be.  the  beneficial  owner.  Upon  receipt  on  or  before  the  date  determined  by  the  Fiduciary  (being 
April  12. 1999  at  12:00  a.m.)  of  the  verting  certificate  with  such  certification  and  evidence  as  requested  bv  the  Fidudarv  or 
by  the  Company,  the  Fiduciary  shall  transmit  to  the  Company  the  relevant  certifications  and  supporting  evidence  and  the 
Company  shall  verify  whether  the  relevant  holders  of  FDRs  or  the  beneficial  owners  thereof  would  qualify  is  an  A-shareholder 
of  the  Company  if  in  lieu  of  FDRs  they  would  hold  the  corresponding  number  of  A-shares. 

business  days  from  the  receipt  of  such  certification  and  supporting  evidence,  the  Comoanv  has  not 
notrfed  the  Friuoary  of  to  rejectkxn of  foe  request  of  a holder  to  exerdse  his  voting  rights  penning  to 
hes  FDRs,  the  Company  shad  be  deemed  to  have  accepted  the  relevant  voting  request  unoenymg 

After  receipt  of  the  written  approval  of  the  voting  request  by  the  Company,  the  Fiduciary  shall  vote  or  cause  to  be  voted  in 

accordance  with  the  instructions  set  forth  in  swh  requests.  The  Fiduciary  may  designate  and  appoint  authorised 

to  attend  the  meeting  and  vote  on  be  ha  if  of  the  FDR  holders.  eprescnt3Wes 

The  voting  instructions  are  deemed  to  be  irrevocable  and  definitive  48  hours  prior  to  the  time  for  which  the 

been  convened  i.e.  at  the  latest  on  Aprii  13.  at  10:30  a.m.  ■ Wnicn  ™ meeting  has 

If  the  Fiduciary  has  not  received  voting  instructions  from  the  FDR  holder,  the  Fiduciary  shall  be  deemed  to  have  b-n 

to  vote  in  the  manner  proposed  by  the  Board  of  Directors  in  the  relevant  meeting.  ftave  been  ,nsmjcted 

When  an  FDR  holder  completes  a voting  instruction,  this  will  automatically  result  in  a blocking  of  the  hirc  « 

be  soid  prior  to  the  Annual  Meeting.  y KK,n9  m roRs  50  that  they  cannot 

Withdrawal  of  A-shares 

If  an  FDR  holder  wishes  to  attend  the  Meeting  in  person,  he  has  to  be  recorded  as  a shareholder 

the  Company.  Consequently,  the  FDR  holder  has  to  request  the  conversion  of  FDRs  into  A^haies  in  * 

12  and  16  of  the  Terms  and  Conditions  of  the  Fiduciary  Deposit  Agreement  dated  July  ^1998  as 

Circular.  This  is  available  at  the  bank  where  his  FDRs  are  held.  ^ 35  descr,‘3G^ in  the  Offering 

The  latest  date  for  withdrawing  FDRs  and  converting  to  A-shares  for  personal  attendance  at  the  Ann.«i  „ - 

Is  the  1st  of  April  1999,  at  4:30  p.m.  ™ Annuaj  General  Meeting 

Documents  Made  Available  by  SES 

Documents  made  available  by  the  Company  (the  Annual  Activities  Report  of  the  Board  of  Direct™  a ^ „ 

Annual  Accounts  and  the  Consolidated  Accounts  including  Balance  Sheet  and  thP  p.”0”* Jth®  Audrt  Report  the 
Recommendations  of  the  Board  of  Directors)  for  the  purpose  of  this  Annual  General  Meeting  ™ ^ Account,  the 
normal  working  hours  by  the  FDR  holders  at  the  offices  of  the  Fiduciary  i.e.  e™ng  may  be  inspected  during 

Banque  et  Caisse  (Kpargne  de  I'Etat,  16.  rue  Zhhe  L-2954  Luxembourg. 

Betzdorf,  March  1999 
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Law  change  urged  to 
Mock  foreign  bidders 


By  Valeria  SkoM  in  Oslo 


The  Norwetjian  Bankers’ 
Association  yesterday  called 
for  speedy  changes’  to  the 
country's  financial  regula- 
tions to  defend  its  banking 
industry  from  foreign  take- 
overs as  consolidation 
sweeps  European  banks. 

The  cal I came  a day  after 
Den  norske  Bank.  Norway's 
largest  bank,  announced 
plans  for  a NKr-J.Sbn  (8582m) 
takeover  of  Postbanken.  a 
state-owned  bank. 

Bjarne  Borgersen.  chief 
executive  of  Fokus  Bank  - 
which  is  in  the  process  of 
being  taken  over  by  Den 
Danske  Bank,  Denmark's 
largest  - outlined  a “wish 
list”  to  Norway's  political 
and  financial  industry  elite. 

“We  don’t  feel  the  authori- 
ties or  parliament  are  fully 
• aware  of  how  fast  it  Jconsoli- 
dation]  is  going.  In  a way. 
they  [the  authorities]  are 
negative  to  the  consolidation 
process  in  Norway.” 


Mr  Borgersen  called  on  the 
government  to  abandon  a 7 
per  cent  capital  requirement, 
under  which  Norwegian 
banks  have  to  set  aside 
reserves  for  capital  adequacy 
purposes. 

He  said  the  system  should 
be  replaced  by  a more  liberal 
regime  as  practiced  by  most 
European  countries.  He  also 
said  banks  should  be  allowed 
access  to  new  capital 
through  tier  one  instru- 
ments. such  as  commercial 
paper. 

Mr  Borgersen  proposed  the 
establishment  of  a commis- 
sion, similar  to  a Swedish 
initiative  by  Bengt  Dennis,  a 
previous  Swedish  central 
bank  governor,  to  identify 
measures  to  sharpen  the 
financial  industry's  competi- 
tive edge.  The  aim  is  to  have 
the  Norwegian  changes  in 
place  by  2000. 

Lars  Gunnur  Lie,  leader  of 
the  parliamentary  finance 
committee,  said  the  govern- 
ment was  open  to  Mr  Borgcr- 


sens  suggestions.  Mr  Borger- 
sen also  proposed  speeding 
up  n bank  commission  pro- 
posal that  changes  the  own- 
ership ceiling  tn  Norwegian 
banks  from  10  per  cent  to  30 
per  cent,  so  that  the  law 
takes  effect  within  two 
years.  The  10  per  cent 

restriction  makes  it  harder 
to  acquire  Norwegian  banks 
and  has  resulted  in  making 
Norway  one  of  the  most  frag- 
mented banking  sectors,  be 
said. 

Under  Tuesday's  deal,  the 
enlarged  Den  norske  Bank, 
which  has  assets  of 
NKr3l5bn.  will  build  on 
DuB’s  leading  position  in 
Norway,  giving  a domestic 
market  share  of  21  per  cent 
and  15  per  cent  in  retail  and 
corporate  banking. 

Postbanken  initiated 
exploratory  talks  with  DnB 
after  Christmas,  following 
unsuccessful  efforts  last  year 
to  merge  with  Christiania 
Bank,  Norway's  second  larg- 
est, and  Fokus  Bank. 
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Ulead  Systems  lists  on 
Taiwan’s  OTC  market 


By  Mine  Dickie  in  Taipei 


* 


. ■? 


routes 


- 'S^V 


Ulead  Systems  yesterday 
became  the  first  pure  soft- 
ware company  to  be  quoted 
on  Taiwan's  over-the-counter 
stock  market,  marking  a 
vital  step  forward  in  the 
development  of  Lhe  island’s 
nascent  software  industry. 

Ulead  was  the  first  of  at 
least  three  software  compa- 
nies expected  to  make  public 
share  issues  in  the  next  few 
months,  ending  the  sector's 
virtual  exclusion  from  capi- 
tal markets  that  have  played 
an  important  part  in  the  rise 
of  Taiwan's  mighty  electron- 
ics industry. 

Government  officials  said 
there  was  now  a trend 
toward  easing  listing 
requirements  that  favour 
companies  with  hefty  tangi- 
ble assets  against  those  that 
rely,  on  management  skills 


and  programming  talent. 
While  Taiwan's  software 
companies  are  tiny  com- 
pared with  their  giant  hard- 
ware cousins,  analysts  say 
greater  access  to  capital, 
combined  with  the  island's 
concentration  of  electronics 
expertise  and  enthusiastic 
government  support,  could 
spell  spectacular  growth  for 
the  sector. 

Ulead,  which  saw  revenues 
from  its  imaging  applica- 
tions and  other  products 
soar  40  per  cent  in  1996  to 
T$6l5m  OJSJl&Bm),  said  yes- 
terday's public  issue  of  10 
per  cent  of  existing  shares  in 
the  company  would  dear  the 
way  for  a T$60m  Issue  of 
new  shares  in  the  next  few 
months.  Ulead  is  also  consid- 
ering applying  to  become  the 
first  software  company  on 
the  Taiwan  Stock  Exchange. 

Entrepreneurs  said  Tai- 


wanese regulators’  reluc- 
tance to  approve  software 
company  listings  was  based 
partly  on  fears  that  employ- 
ees could  quit  after  any 
issue  - fears  that  have  been 
assuaged  by  special  new 
rules. 

Under  the  terms  or  its  list- 
ing, big  Ulead  shareholders 
were  restricted  from  selling 
their  stakes  in  the  company 
for  twice  as  long  as  would  be 
the  case  for  a venture  deal- 
ing in  hardware,  said  Lotus 
Chen,  company  co-founder 
and  senior  vice  president. 

Andrea  Lee.  head  of  inter- 
national affairs  at  the  Secu- 
rities & Futures  Commis- 
sion. said  the  restrictions 
were  aimed  at  making  up  for 
software  companies'  lack  of 
more  substantia]  assets,  but 
added  that  such  barriers 
were  likely  to  be  lowered  tn 
the  future. 


Further  OTE  sale  planned 


By  Kerin  Hope  in  Athens 


Greece's  Socialist 
government  plans  to  sell 
another  13  per  cent  of  OTE, 
the  public  telecommunica- 
tions operator,  this  year  as 
part  of  a drive  to  increase 
privatisation  revenues. 

The  sale  may  be  split 
’ ^equally  between  a public 
offering,  which  would  be 
placed  with  retail  investors 
in  Greece  and  international 
institutions,  and  a convert- 
ible bond  issue.  The  govern- 
ment would  receive  all  the 
proceeds. 

“Depending  on  the  size 
and  riming  of  other  interna- 
tional telecoms  issues  this 
year,  a bond  option  could  be 
attractive,"  said  a senior 
Greek  banker.  "It  would 
appeal  to  a different  cate- 
gory of  investor." 


National  Bank  of  Greece, 
the  country's  biggest  bank- 
ing group,  and  the  invest- 
ment banks  Salomon  Smith 
Barney  and  Credit  Suisse 
First  Boston  acted  as  global 
coordinators  for  last  year's 
offering  and  have  advised 
OTE  on  investment  issues. 

OTE's  share  price  has 
underperformed  the  Athens 
stock  exchange  index  by  14 
per  cent  over  the  past  three 
months.  Analysts  said  inves- 
tors were  concerned  over 
lower  than  projected  earn- 
ings in  1998,  a sharp  rise  in 
operating  costs,  and  continu- 
ing reports  of  differences 
between  senior  managers, 
following  the  sacking  last 
December  of  George  Chrys- 
soluris,  the  chief  executive. 

The  disposal  would  reduce 
the  state’s  holding  in  OTE  to 
49  per  cent,  the  ceiling  set  by 


the  government  for  equity 
sales  in  utilities.  Thirty-five 
per  cent  of  the  company  has 
been  sold  in  three  public 
offerings  and  a private  place- 
ment with  international 
institutions. 

The  remaining  1 per  cent 
would  be  made  available  to 
investors  who  kept  their 
shares  for  12  months  after 
participating  in  last  Novem- 
ber’s offering  of  10  per  cent 
of  OTE. 

The  finance  ministry 
wants  to  match  last  year's 
record  of  Drl.ioobn  (S3.7bn> 
in  privatisation  revenues  to 
significantly  cut  the  public 
debt  again  this  year,  ft  also 
plans  to  sell  equity  stakes  in 
Greece’s  two  water  utilities, 
and  make  another  public 
offering  of  shares  in  Hellenic 
Petroleum,  the  state-con- 
trolled oil  refining  group. 


Hoechst 


Invitation  to  the 
Annual  General  Meeting 


Notice  is  hereby  given  that  the  Annual 
General  Meet  mg  mil  be  held  at  10  a.m., 
on  Tuesday.  4 May  1999,  at  the  Jabrhundert- 
hallc  Hocdrst,  Frankfurt  am  Main. 


7.  Election  of  the  Auditors 


The  full  agenda,  including  the  proposed 
resolutions,  is  contained  in  the  Bundes- 
inzdgn1  no.  58  of  25  March  1999. 


Agenda 

1.  Presentation  of  the  annual  financial  state- 
ments and  the  consolidated  financial  state- 
ments as  well  as  the  management  report  of 
Hoechst  AG  and  the  Group  management 
report  for  fiscal  1998,  together  with  the 
report  of  the  Supervisory  Board. 


2.  Use  of  unappropriated  retained  earnings 
for  fiscal  T998 


Shareholders  wishing  to  he  present  and  to 
vote  at  the  meeting  must  comply  with 
Article  13  of  the  Articles  of  Incorporation 
and  deposit  their  shares  certificates  during 
usual  business  hours  by  Tuesday,  27  April 
IW,  at  the  latest,  until  after  the  Meeting  at 
one  the  depositories  listed  in  the  Bundes- 
anzeiger,  or  in  ihe  United  Kingdom,  at  the 
offices  of 


3.  Ratification  of  the  acts  of  the  Board  of 
Management 


Warburg  Dillon  Read 
J High  Timber  Street 
London  EC4V  3SB 


4.  Ratification  of  the  arts  of  the  Supervisory 
Board 


5.  Merger  of  FGC  Frankfurter  Gesellschaft 
fur  Cbemicwcne  mbH  with  Hoechst  AG 


Hoechst  Akriengesellschift 
Frankfurt  am  Main, 

March  1999 


6.  Acquisition  of  shares  in  the  Company 


The  plug  is  pulled  on  the  fast  buck  crowd 


US  power  market  is  consolidating  as  back  office 
operators  fail  to  stay  pace,  writes  Hillary  Durgin 


jK-  IS 


At  the  power  trading 
desk  on  Enron's  31  st 
floor,  the  Weather 
Channel's  female  anchor 
babbles  from  a TV  monitor 
on  mute  during  the  station's 
non-stop.  24-hour  weather 
coverage.  She  points  to  car- 
toons of  snowfall  in  the 
north-east  and  sunshine  in 
the  south  emblazoned  on  her 

large  US  weather  map. 

Thirty-something  traders 
consult  the  screen,  searching 
for  clues  to  deals  in  any 
unusual  weather  patterns 
that  can  choke  off  energy 
supplies  and  send  electricity 
prices  skyrocketing.  As  they 
lean  into  their  microphones 
to  place  million  dollar  bids 
to  buy  and  sell  power  across 
the  country,  they  glance  at  a 
wall  of  US  maps,  clocks  and 
computer  screens  tracking 
on-line  trading  data. 

Never  has  a simple 
weather  forecast  enjoyed  so 
much  clout  on  a financial 
market. 

This  is  the  trading  hub  of 
one  of  the  largest  merchants 
of  natural  gas  and  power  in 
the  country.  As  the  US  elec- 
tric power  industry  under- 
goes deregulation,  Enron  is 
one  of  the  hundreds  of 
energy  marketers,  utilities, 
banks  and  others  vying  for 
stakes  in  a $300bn  wholesale 
gas  and  power  business  that 
is  rife  with  risk  and  rapidly 
consolidating. 

Houston,  headquarters  to 
many  of  the  natural  gas  mar- 
keting and  pipeline  compa- 
nies that  were  the  first  to 
break  into  the  power  trading 
business,  has  become  the 
epicentre  for  buying  and 
selling  power  and  other 
forms  of  unit  of  energy.  Tow- 
ering over  one  of  Houston’s 
downtown  thoroughfares 


stand  the  buildings  of  some 
of  the  biggest  names  in  the 
industry,  shell  Oil,  Dynegy, 
El  Paso  Energy  and  Reliant 
Energy,  formerly  Houston 
Industries. 

Characterised  by  huge  vol- 
atility and  slim  margins,  the 
industry  has  lately  become 
even  more  competitive  as 
the  tightly  regulated  indus- 
try undergoes  liberalisation. 
It  is  still  reeling  from  price 
spikes  that  saw  the  cost  of 
electricity  go  from  $30  to 
$7,500  per  megawatt  hour  in 
the  Midwest  last  June.  In  a 
heat  wave  that  sent  tempera- 
tures soaring  and  left  utili- 
ties scrambling  for  power,  a 
few  thinly  capitalised  mer- 
chants and  their  traders 
underestimated  the  volatility 
and  foiled  to  deliver  power 
they  had  promised. 


Certain  regions  suffered 
blackouts,  and  several 
large  utilities,  including 
LG&E  Energy  of  Kentucky, 
reported  steep  financial 
losses,  prompting  them  to 
get  out  of  power  trading  alto- 
gether. Power  Co  of  Amer- 
ica. a large  merchant,  went 
bankrupt. 

"We’re  beginning  to  see 
companies  realise  bow  much 
they've  got  invested  in  a 
business  that  doesn't  appear 
to  have  any  assets,”  says 
Wesley  Colwell,  a partner 
with  consultant  Arthur 
Andersen,  referring  to  the 
scores  of  companies  that  set 
up  as  power  marketers  with 
not  much  more  than  a back 
office.  “Unless  you're  willing 
to  invest  to  be  patient,  and 
to  stand  behind  your  people, 
it’s  not  for  [youj." 

In  the  last  weeks,  there 
have  been  a series  of  billion- 
dollar  electric  and  gas  trans- 


actions as  smaller  companies 
forsake  the  competition  to 
larger  peers.  The  buyers 
want  to  increase  their  access 
to  gas  supplies,  pipeline 
transportation  and  power 
generation  capacity. 

More  assets  give  their 
traders  a bigger  platform 
from  which  to  access  energy 
supplies,  particularly  at 
limes  of  market  tightness, 
and  to  reach  more  custom- 
ers. 

El  Paso  Energy,  for  exam- 
ple. recently  agreed  to  buy 
Sonat  in  a S3.9bn  stock  deal 
to  create  the  largest  trans- 
porter of  natural  gas  in  the 
US.  And  Reliant  Energy,  a 
Houston  electric  company 
which  has  Invested  heavily 
in  US  natural  gas  distribu- 
tion. agreed  to  buy  Una.  a 
large  Dutch  power  company, 
for  about  $2.4bn. 

By  having  broader  access 
to  power,  gas  and  coal  in 
Europe.  Reliant  says  it  can 
better  compete  for  new  cus- 
tomers as  Europe’s  power 
markets  are  liberalised. 

“If  you  look  at  the  players 
of  the  future,  they're  going 
to  have  to  be  huge.”  says 
Jeffrey  Skilling.  Enron’s 
president  and  chief  operat- 
ing officer.  “Over  the  next  10 
years,  consolidation  will  be 
intense  and  from  a pool  of 
about  140  investor-owned 
utilities  and  25  pipeline  com- 
panies, youH  probably  end 
up  having  three  or  four 
extremely  large  wholesale 
merchants  for  gas  and  elec- 
tricity on  the  continent,"  he 
adds. 

While  wholesale  custom- 
ers such  as  utilities  and 
municipalities  are  fair  game, 
the  market  to  residential 
and  small  businesses  is  still 
restricted. 


Power  play:  the  energy  market  is  rapidly  consolidating  AP 


The  endgame  is  to  move 
power  from  regions  where  it 
is  valued  less  to  where  it 
costs  more.  When  a cold 
front  moves  across  the  coun- 
try. Enron  uses  its  network 
of  pipelines,  power  plants 
and  trading  contacts  to  take 
surplus  gas  and  power  from 
some  areas  and  deliver  it  to 
others  in  need. 

Following  last  summer's 
debacle,  however,  the  energy 
industry  has  undergone  a 
serious  round  of  self  exami- 
nation, calling  for  better 
financial  controls  and  trad- 
ing practices.  Companies  are 
analysing  everything  from 


their  power  plants  to  their 
traders'  resumes  in  an  effort 
to  survive. 

Enron's  trading  desk,  exec- 
utives are  quick  to  point  out, 
is  not  the  typical  cowboy 
operation  of  risk  that  cost 
some  of  its  competitors. 
These  traders  are  a mix  of 
mathematicians,  PHDs  and 
ex-military  personnel,  and 
they  emphasise  that  even 
amid  extreme  price  volatil- 
ity. they  are  not  buying  one 
second  and  selling  the  next 
to  turn  a wild  profit 

“We're  selling  reliable 
delivery  at  reasonable 
prices,"  says  Mr  Skilling. 


THIRD  IN  A SERIES 


1998  WAS  A YEAR  MARKED  BY  A GROWING 
APPRECIATION  FOR  THE  ROLE  OF  GOLD  AS  A 
MONETARY  ASSET.  AROUND  THE  GLOBE 
LAST  YEAR,  DEMAND  FOR  GOLD  AS  AN 
INVESTMENT  RECORDED  STRONG  GAINS. 


In  the  United  States,  private  investment  in  gold  bullion  coins  grew  spectacularly 
to  a record  75  tonnes  — more  than  doubling  1997  s level. 


US  gold  purchasers  cited  financial-market  volatility,  rising  concern  over  the 
Y2K  computer  bug,  and  increasing  investor  recognition  of  the  importance  of 
portfolio  diversification. 


In  Japan,  the  “Big  Bang”  financial  reforms  triggered  renewed  interest  in  golds 
value  in  portfolio  diversification  — resulting  in  a 29%  annual  growth  in  invest- 
ment demand. 


FACTS . . . GOLD . . . FACTS 


Demand  for  gold  as  an  investment  also  grew  in  the  world’s  emerging  economies. 
In  India,  where  gold  is  one  of  the  principal  forms  of  holding  private  wealth, 
demand  grew  11%  over  1997 — marking  the  fourth  consecutive  year  that  gold 
demand  set  a record  high. 


And  in  the  Asian  countries  hardest  hit  by  the  financial  crisis  earlier  in  1998 
(including  Thailand,  Indonesia  and  Korea),  gradual  recovery  brought  strong 
growth  in  bar  and  coin  demand  — up  21%  for  the  year. 


THE  STORY  OF  THE  PAST  DECADE  HAS  BEEN 
ALL  ABOUT  THE  ACCUMULATION  OF  WEALTH. 
THE  STORY  NOW  IS  ABOUT  THE  PRESERVATION 
OF  THAT  WEALTH.  INCREASINGLY,  INVESTORS 
AROUND  THE  WORLD  ARE  TURNING  TO  GOLD. 


(S©' 


WORLD  GOLD  COUNCIL 


www.gold.org 


Souras  Na  26,  World  Gold  Council,  Primary  1999- 

Bull  tea  available  oo-liue  mrKgoULoig 
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COMPANIES  & FINANCE:  THE  AMERICAS 


EXECUTIVE  AWARDS  EVEN  WHERE  COMPANY  LINK-UPS_PROVE  DISASTROUS  THE  PACKAGES  AT  THE  TOP  SEEM  TO  GO  ON  RISING 

CEO  pay  soars  as  mergers  multiply 


By  Richard  Waters  In  New  York 

Mergers  may  or  may  not  be 
good  for  shareholders,  but 
they  are  certainly  good  for 
chief  executives. 

That  is  one  conclusion 
from  a recent  spate  of  execu- 
tive pay  awards  big  even  by 
modem  American  standards. 
And  shareholders  seem  pow- 
erless to  do  much  about  it. 

Earlier  this  week.  Bankers 
Trust  revealed  that  Frank 
Newman,  its  chairman,  had 
been  guaranteed  a salary 
and  bonuses  worth  at  least 
Slim  a year  until  the  end  of 
2003.  following  the  merger 
with  Deutsche  Bank. 

Including  an  extra  $14m 
due  to  him  because  the  US 
bank  has  agreed  to  be 
bought  out,  that  will  leave 
Mr  Newman  with  a guaran- 
teed S69ra  - even  if  the 
merger  proves  a disaster. 
Yet  Mr  Newman  is  hardly 


known  for  delivering  a great 
return  to  shareholders:  in  its 
final  year  of  independence. 
Bankers  Trust  posted  a 
small  loss. 

“Frank  Newman,  to  be 
most  charitable  about  it,  is  a 
performance-challenged 
CEO."  says  Bud  Crystal,  a 
US  executive  pay  expert. 

Another  bank  chairman  - 
David  Coulter,  the  former 
bead  of  BankAmerica  - quit 
wiLb  a package  valued  at 
$I05m  after  his  institution’s 
merger  with  NationsBank 
last  summer.  His  departure 

came  in  the  wake  of  big 
losses  in  last  autumn’s  vola- 
tile financial  markets. 

And  even  when  a merger 
goes  disastrously  wrong,  it 
seems,  chief  executives  can 
come  out  on  top.  Henry  Sil- 
verman, chairman  of  Cen- 
dant. presided  over  one  of 
the  most  spectacular  corpo- 
rate debacles  of  last  year. 


IBM  in  $3bn 
disc  drive  link 
with  rival  group 


By  Victoria  Griffith  in  Boston 
aid  Louise  Kehoe 
in  San  Francisco 


EMC.  the  US  computer  data 
storage  group,  has  agreed  to 
buy  $3bn  in  disk  drives  from 
rival  International  Business 
Machines  in  a five-year  tech- 
nology and  business  alli- 
ance. 

The  alliance  highlights 
IBM's  commitment  to 
becoming  a brand-name 
components  provider.  Ear- 
lier this  month  IBM  formed 
a similar  partnership  to  sup- 
ply S16bn  worth  of  semicon- 
ductor chips  and  other  com- 
ponents to  Dell  Computer, 
the  personal  computer  man- 
ufacturer, in  the  biggest 
technology  alliance  of  its 
kind. 

“This  is  an  extension  of 
IBM’s  Deli  deal  and  shows 
the  company  is  willing  to 
work  with  competitors  to 
leverage  its  leading  edge 
technology."  said  Steven  Mil- 
unovich,  a computer  analyst 
with  Merrill  Lynch. 

"This  deal  potentially  dis- 
advantages IBM's  own  stor- 
age business,  but  the  compa- 
ny's attitude  is  ’tough'. 
That’s  an  underperforming 
division  anyway  for  IBM." 


However,  IBM  said  it 
remained  “resolutely  com- 
mitted” to  the  data  storage 
business. 

Lou  Gerstner.  IBM  chair- 
man and  chief  executive, 
sees  component  sales  as  one 
of  the  biggest  areas  of  poten- 
tial growth  for  IBM,  enabling 
it  to  leverage  its  research 
and  development  spending 
to  achieve  incremental  sales 
to  other  computer  equip- 
ment manufacturers. 

The  latest  sales  agreement 
also  signals  EMC’s  growing 
power  in  the  computer  stor- 
age market 

“That  IBM  sees  this  as  a 
way  to  substantially  grow  its 
disk  drive  business  is 
acknowledgement  that  EMC 
is  clearly  the  dominant 
player  in  storage  now."  said 
Amit  Chopra,  equity  analyst 
at  Credit  Suisse  First  Bos- 
ton. 

The  alliance  assures  EMC 
of  an  alternative  disk  drive 
supply  to  Seagate,  from 
which  the  company  now 
buys  about  50  per  cent  of  its 
disk  drives.  In  the  future, 
the  agreement  is  likely  to 
include  other  IBM  technolo- 
gies. such  as  microproces- 
sors and  advanced  custom 
chips. 


This  advertisement  is  issued  in  compliance  with  the  requirements  of  the 
London  Stock  Exchange  Limited  (the  'London  Slock  Exchange*).  It  does 
not  constitute  an  offer  or  an  invitation  to  subscribe  for,  or  purchase,  any 
securities.  Application  has  been  made  to  the  London  Stock  Exchange  for 
admisson  to  the  Official  list  of  the  bearer  shares  of  Thys&en  Kiupp  AG 
(the  ’Company*),  ft  is  expeaed  that  dealings  in  the  bearer  shares  of  the 
Company  will  commence  on  25  March  1999. 
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(Incorporated  and  registered  in  Germany  with 
registered  number  HRB  37003  at  Amtsgerkht  Dussefdorf) 
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Warburg  Dillon  Read 

A division  of  UB5  AG 
of  5)4,489,044  Bearer  Shares  of  no-par  value 
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business  hours  on  siy  weekday  (Saturdays  and  public  holidays  excepted) 
at  the  Company  Announcements  Off  ice,  London  Stock  Exchange  Old 
Broad  Street,  London,  EC2N  1HP.  and  is  available  during  normal  business 
hours  up  to  and  induding  8 April]  999  from: 

Sponsor,  Broker  and  Paying  Agent 
WWbug  DUkm  Read 
A division  of  UBS  AG 
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FMG  MIR  SICAV 

Soci&c  dlnvesdsaement  a Capital  Variable 
10 A,  Boulevard  Royal,  Luxembourg 
R.C.  Luxembourg  B 53 292 

NOTICE  OF  MEETING 

Notice  is  hereby  pwn  that,  the  Annual  General  Meeting  of 
Shareholders  of  FMG  MIR  SICAV  will  be  held  at  the  registered  office, 
10 A BcuIctu/J  Royal,  Luxembourg. 

on  Tuesday  20  th  April,  1999  at  1 1 am., 

for  the  purpose  of  considering  the  rallourtng  agenda; 

1.  Management  Report  of  the  Directors  for  the  year  ended  31st 
December,  1P9&. 

2.  Report  of  the  Statutory  Auditor  for  the  year  ended 

3!  st  December,  1998. 

rhe  Annual  Accounts  for  the  year  ended 
31  st  December.  1996  and  appropriation  of  die  earnings, 

. DificJurgn  to  the  Directors  in  respect  cf  the  otecuticn  of  their 

mandate). 

5.  Election  of  the  Dirarors  for  a new  term  of  cme  year. 

6.  Ejection  01  the  Statutory  Auditor  for  a ocw  tern  of  one  year 

7.  Mtscdljneous 

Theprracnt  notice  and  a form  of  piracy  wifi  be  send  in  all  regtsteied 

shareholders  reoord  at  29  th  March,  1999. 

to  order  to  attend  the  mating,  the  owners  of  bearer  shares  ore  required 
io  their  sharer,  before  15  th  Aprti,  1999  at  0*  Registered  Office 
« me  company  where  proxy  forms  are  available. 

hjve  u infona  "wil  Hater  or  proxy 
d thcir  tmcntJon  *0  assist  st  the  meeting 

oaore  1 4 th  April,  1 999. 

By  order  of  the  Board  of  Directors 


The  discovery  of  alleged 
accounting  fraud  at  the  for- 
mer CUC,  which  merged 
with  Mr  Silverman's  HFS  to 
form  Cendant,  sent  the  com- 
pany's Stock  plunging. 

Yet  all  has  now  turned  out 
well  for  him.  In  a controver- 
sial move,  Cendant  lowered 
the  strike  price  on  stock 
options  issued  after  the 
share  price  had  collapsed. 
The  stock  has  since  more 
than  doubled  from  Its  low 
point  - and  Mr  Silverman 
exercised  options  and  sold 
stock  worth  S6Im  last  year. 

At  the  same  time,  mergers 
have  had  the  effect  of  raising 
the  overall  level  of  top  exec- 
utive pay.  When  two  compa- 
nies combine,  pay  levels 
tend  to  “shift  to  the  highest 
common  denominator",  says 
Ann  Yerger,  research  direc- 
tor at  the  Council  of  Institu- 
tional Investors.  She  points 
to  the  case  of  Citigroup, 


where  John  Reed,  former 
chairman  of  Citicorp,  saw 
his  pay  jump  from  $4m  to' 
$9.5m  last  year  to  put  him  In 
the  same  league  as  Sandy 
Weill,  former  chairman  of 
Travelers  Group. 

It  is  deals  like  those 
handed  to  Mr  Newman, 
though,  that  have  most  anta- 
gonised shareholder  groups. 

“At  the  end  of  the  day,  the 
directors  can  cut  deals  like 
this  and  there's  not  a 
damned  thing  shareholders 
can  do  about  it,"  said  Jamie 
Heard,  head  of  Proxy  Moni- 
tor, which  represents  large 
institutional  investors. 

“Golden  parachutes”  and 
other  benefits  for  chief  exec- 
utives who  sold  their  compa- 
nies were  introduced  in  the 
early  1980s  for  a purpose, 
says  Mr  Crystal:  they 
reduced  the  incentive  to 
resist  a takeover  approach 
that  would  be  in  a compa- 


Franfc  Newman:  Bankers  Trust  chairman  guaranteed  S69m 


ay’s  interest.  But  the  escala- 
tion of  such  awards  may 
now  have  produced  the 
opposite  effect,  he  adds.  “It's 


Third  Brazil  bank  shuts  doors 


By  John  Barham  in  S5o  Paulo 

Yet  another  small  Brazilian 
bank  has  closed  its  doors, 
the  third  since  the  Real 
crashed  by  40  per  cent  in 
January.  However,  unlike 
the  closure  of  its  two  prede- 
cessors, the  closure  of  Banco 
Crefisul  may  signal  the 
beginning  of  the  end  of  a 
large  and  well-known  local 
business  group. 

S3o  Paulo-based  Crefisul's 
largest  shareholder  is 
Ricardo  Mansur,  a self-made 
man  and  one  of  Brazil’s  most 
flamboyant  entrepreneurs. 
He  also  owns  the  country's 
main  retail  chain,  which 
went  into  sharp  decline  at 
the  end  of  last  year  as  unem- 


ployment and  interest  rates 
rose.  However,  financial 
market  analysts  worry  that 
investors  are  hardly  clam- 
ouring to  buy  Mr  Mansur's 
crown  jewel,  Casa  Anglo. 

Most  Brazilian  hanks  and 
companies  are  well -capital- 
ised and  well-managed.  They 
have  managed  to  survive  the 
devaluation  with  relative 
ease. 

However,  some  weaker 
groups  such  as  Casa  Anglo, 
which  owns  two  department 
store  chains,  have  edged 
closer  to  the  brink. 

The  central  tank  said  it 
was  winding  up  Crefisul, 
because  its  lingering  liquid- 
ity crisis  deteriorated  as 
depositors  avoided  it  due  to 


its  connection,  through  Mr 
Mansur,  to  Casa  Anglo.  Casa 
Anglo,  which  owns  Mappin, 
a local  department  store 
chain,  and  its  sister  com- 
pany Mesbla,  has  struggled 
to  pay  rente  and  suppliers  on 
time. 

Shares  in  Mesbla,  which  is 
listed  on  local  stock 
exchanges,  shot  up  last  week 
as  rumours  swirled  that  Mr 
Mansur  was  in  talks  with 
potential  foreign  buyers. 
Names  included  Spain's  lead- 
ing department  store  chain 
El  Corte  Ingles.  JC  Penney 
of  the  US  and  the  French 
retailer  Prtn  temps. 

Brazil's  retail  industry 
began  consolidating  as  the 
Real  plan,  launched  in  1994. 


Piper  Jaffray  in  Israel  move 


By  Avi  Machlis  m Tel  Aviv 

US  Bancorp  Piper  Jaffray, 
the  US  investment  firm,  yes- 
terday sealed  a strategic 
alliance  with  Nessuah  Zan- 
nex.  a Tel  Aviv  invest- 
ment bank,  in  an  effort 
to  tap  into  Israel’s  technol- 
ogy and  health  care 
sectors. 

Nessuah  Zannex  will  be 
Piper  Jaffray’s  representa- 
tive in  Tel  Aviv  and  the  two 
firms  will  launch  a joint 
institutional  sales  operation 
in  April  in  New  York. 

Bruce  Aamoth.  managing 


director  of  equity  capital 
markets  for  Piper  Jaffray, 
said  plans  for  three  Israeli 
IPOs  on  Nasdaq  in  New 
York  were  already  under 
way  - two  worth  $30m-$50m, 
the  third  “significantly 
larger". 

Paul  Grangaard,  director 
of  investment  banking  for 
the  technology-oriented  US 
group,  said  Israel’s  expertise 
in  telecommunications, 
internet  and  enterprise  soft- 
ware, provided  "three  good 
opportunities  for  us”. 

The  agreement  comes 
amid  growing  foreign  inter- 


est in  Israeli  technology 
companies. 

The  value  of  mergers  and 
acquisitions  between  Israeli 
companies  and  overseas 
groups  has  reached  Sl-Ibn 
so  far  this  year,  compared 
with  S2.13bn  for  all  of 
1998. 

Several  overseas  invest- 
ment banks,  including  Gold- 
man Sachs  and  Lehman 
Brothers,  operate  in  Israel 
through  their  own  offices. 

Minneapolis-based  Piper 
Jaffray  preferred  the  alliance 
with  Nessuah  Zannex.  estab- 
lished in  1992  as  one  of  the 


first  local  firms  to  service 
foreign  investors. 

“This  is  a low-cost  way  to 
serve  our  clients  more  effi- 
ciently in  a highly  competi- 
tive market,"  said  -Mr 
Aamoth. 

Nessuah  Zannex  controls 
about  36  per  cent  of  foreign 
investment  on  the  Tel  Aviv- 
Stock  Exchange,  and  has 
participated  in  158  offerings 
since  1993. 

Piper  Jaffray  was  acquired 
last  May  by  US  Bancorp,  the 
11th  largest  retail  brokerage 
in  the  US,  which  manages 
S76bn  in  assets. 


Notice  to  the  holders  of 


The  Mitsui  Trust  and  Banking  Company,  Limited 
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U.S.  $100,000,000 
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Medcast  reveals 
PC  for  doctors 


NOTICE 

The  United  Mexican  States 
Value  Recovery  Rights,  Series  A 

NOTICE  IS  HEREBY  GIVEN  pursuant  to  the  Fiscal  Agency 
Agreement  dared  ns  of  March  28.  1990  (the  “Agreement  1 nods  which  the 
above  Right*  were  tamed  (bat  the  Fiscal  Agent  has  received  a Calculation 
Report  ftx  the  Payment  Date  occurring  on  March  31. 1999  from  the  Intents- 
dona!  Monetary  Fund,  as  Calculation  Agere  for  the  Rights  under  the  Agree- 
ment, seeing  fonfa  the  following  amounts: 


Current  06  Pnca 

USS 

10.0992 

Reference  0#  Pdra 

USS 

\7.7Si6 

Current  Oil  FlevniHB 

UBS 

1.492.726^87 

Bccess  Base  Revenues 

USS 

0 

Excess  Price  Revenues 

USS 

0 

Based  upon  the  Calculation  Report  the  Fiscal  Agent  has  calculaed  for 
said  Payment  Date  (he  follow ing  amounts. 

Yskte  Recovery  Paymafl  USS  0 

Carryforward  Aitwtl  USS  0 

_____  Bjp Citibank, i.A. 

Match  22. 1999  CfllBA/nW  as  Fiscal  Agent 


By  Betty  Uu  in  Atlanta 

Medcast  Networks,  owned 
by  Atlanta-based  Greenberg 
News  Network,  yesterday 
unveiled  a computer 
designed  specifically  for  doc- 
tors, in  corpora  ting  a system 
that  customises  and  down- 
loads medical  information 
off  the  internet  and  on  to  a 
hard  drive. 

Alan  Greenberg,  Medcast 
chairman,  believes  he  can 
lure  thousands  of  physicians 
onto  the  internet  and  spear- 
head the  healthcare  indus- 
try's growth  online. 

Medcast's  editorial  team, 
which  includes  former 
senior  staff  from  CNN,  as 
well  as  physicians,  filters 
news  from  journals,  medical 
conferences  and  wire  reports 
so  that  only  information  rel- 
evant to  the  doctor's  field 
will  appear. 

Mr  Greenberg  likens  the 
ease  of  use  of  his  machines 
to  those  Michael  Bloomberg 
created  for  the  financial  ser- 
vices industry. 

Already  the  company  has 
tested  the  system  on  1,000 
doctors  and  installed  100 
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FINANCE  LTD 
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per  U50  50AKI  denvnmanon  axl  a payable 
on  me  racres  pavtnorl  dioo  Jute  2«0i.  1999 
Asa  Avon 

BMqNNHieetlerfePvta 
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salespeople  in  65  cities 
across  the  US. 

The  potential  market  is 
huge.  Mr  Greenberg  says. 
Eighty  per  cent  of  the  700,000 
or  so  practising  physicians 
in  the  US  do  not  have  a com- 
puter in  their  offices  and 
even  fewer  have  internet 
access.  He  declines  to  make 
financial  projections  for  the 
company. 

Plans  are  under  way  for  an 
initial  public  offering  later 
in  the  year  to  help  fund  the 
company's  expansion, 
according  to  Rusty  French,  a 
general  partner  at  Noro-  , 
Moseley  Partners,  one  of  the 
investors  of  Medcast. 

Medcast  has  a rival  in 
WebMU.  another  Atlanta- 
based  online  medical  infor- 
mation provider  which  has 
already  formed  alliances 
with  America  Online,  Lycos 
and  even  C-NN. 

The  company  plans  to 
raise  $55m  later  this  year 
through  a share  offering. 
WebMD  is  decribed  as  a por- 
tal where  users  can  obtain 
medical  information  and 
physician  services  in  one 
stop. 
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Pearson  sues 
over  lost 
Viacom  deal 


I# 


lit 


now  turned  all  the  way 
around  to  a point  where 
companies  are  being  bribed 
to  agree  to  takeovers." 


boosted  incomes  and  opened 
access  to  middle  and  low 
income  families  to  credit. 
Big  US  and  European  groups 
now  control  most  of  Brazil's 
biggest  supermarkets. 

JC  Penney  was  the  first 
foreign  company  to  enter  the 
local  department  store  sector 
with  its  acquisition  in  Janu- 
ary of  Lojas  Renner,  a suc- 
cessful family-owned  group 
based  in  southern  Brazil- 

In  contrast,  Casa  Anglo 
has  not  published  accounts 
for  a year. 

Its  ownership  structure  is 
said  to  be  a spider's  web  of 
interconnected  companies 
ultimately  controlled  by  Mr 
Mansur  at  the  centre.  It  is 
choked  by  debts. 


By  wnGam  Lewis  in  New  York 

Pearson,  the  UK-based  media 
company,  is  alleging  that 
Hicks,  Muse,  Tate  & Furst. 
the  private  equity  group, 
reneged  on  a deal  to  pay 
Pearson  SSGOm  because  the 
transaction  no  longer  met  its- 
internal  financial  targets. 

The  allegation  is  contained 
in  a lawsuit  filed  by  Pearson, 
owner  of  the  Financial 
Times,  against  Hicks  Muse 
in  a New  York  state  court. 

Last  May  Pearson  agreed 
to  pay  $&6tra  to  Viacom  for 
its  educational  publishing 
business  in  an  auction.  Pear- 
son says  that  it  worked  with 
Hicks  Muse  during  the  bid- 
ding process  and  that  in  July 
Hicks  Muse  agreed  to 
acquire  from  it  the  US  busi- 
ness, professional  and  refer- 
ence publishing  segments  of 
the  Simon  & Schuster  educa- 
tional publishing  division  of 
Viacom  for  S860m. 

However,  in  November 
Hicks  Muse  told  Pearson 
that  jt  was  terminating  their 
deal,  citing  a “material 
adverse  effect".  In  the  law- 
suit Pearson  claims  that  no 
material  adverse  effect  had 
taken  place,  and  that  Hicks 
Muse  pulled  out  because  it 


was  unable  to  finance  the 
transaction. 

Pearson  is  also  alleging 
that  Hicks  Muse  had 
“engaged  in  a regular  prac- 
tice of  breaching  its  commit- 
ments to  acquire  businesses 
and  reneging  on  transac- 
tions prior  to  closing  even 
after  signing  a binding 

agreement  when  Hicks 
Muse's  subsequent  internal 
economic  analysis  reveals 
that  a transaction  may  not 
meet  its  undisclosed  invest- 
ment policy” . 

The  suit  claims  Hicks 
Muse's  policy  is  to  seek  a 
gross  rate  of  at  least  30  per 
cent  and  either  a tripling  or 
a quadrupling  of  its  capital. 

Pearson  says  that  in  1998 
the  private  equity  group 
breached  three  bindingm 
agreements,  including  the 
deal  with  Pearson,  worth  a 
total  of  52J2bn. 

Hicks  Muse  said:  “We  are 
familiar  with  the  allegations 
in  the  Pearson  suit.  We  have 
told  them  that  the  claims  are 
without  merit.  We  intend  to 
defend  them  vigorously.  We 
aisn  believe  we  have  valid 
claims  against  Pearson 
which  we  intend  to  assert.” 

Pearson  declined  to  com- 
ment. 


NEWS  DIGEST 


COSMETICS^ 

Revlon  investors  smack 
their  lips  over  bid  talk 

Shares  in  Revlon,  the  cosmetics  company  which  makes 
Color  Stay  'wont-kiss-off  lipstick,  have  risen  by  about  45 
per  cent  in  two  days  on  speculation  of  a possible  bid  from 
Unilever  or  Procter  & Gamble.  None  of  the  companies 
would  comment  on  the  speculation. 

Carla  Cassella  and  Steve  Ruggiero,  fixed  income 
analysts  at  Chase  Manhattan,  said  any  bidder  would  have 
to  pay  almost  S3.3bn  in  debt  and  equity  to  avoid  a default 
on  the  holding  company's  bonds.  Since  1986  Revion  has 
been  controlled  by  MacAndrews  & Forbes,  the  private 
holding  company  of  Ron  Perelman,  the  New  York 
financier. 

Revion  would  be  mare  attractive  to  Unilever  strategically, 
analysts  said,  as  the  owner  of  Elizabeth  Arden  and  Calvin 
Klein  cosmetics  is  strong  in  skincare  but  lacks  a presence 
in  the  colour  cosmetics  market  However,  Mr  Ruggiero 
said:  “It  would  make  more  financial  sense  for  Procter  & 
Gamble.”  Andrew  Edgecfiff e-Johnson,  New  York 

AUTOMOTIVE  PARTS 

Mergers  to  continue,  says  PwC 

Consolidation  of  automotive  parts  suppliers  should  con- 
tinue for  "several  more  years”,  with  the  number  of  “tier  1” 
suppliers  failing  from  about  1,500  in  1998  to  about  600, 
according  to  a study  from  PwC,  the  accountancy  and  con- 
sultancy firm. 

The  prediction  comes  amid  intense  consolidation  in  the  ■ 
automotive  industry.  The  survey  calculates  that  there  were 
620  deals  worldwide  last  year,  with  320  involving  parts 
suppliers.  The  yaiue  was  put  at  $30.3bn.  The  survey  sug- 
gests that  continued  consolidation  among  parts  suppliers 
will  be  driven  by  the  trend  towards  “modular  assembly”  - 
under  which  parts  suppliers  co-ordinate  the  production  of 
much  larger  units  in  the  final  vehicle  - and  the  desire  by 
automakers  themselves  to  shift  the  design  and  manufac- 
ture of  large  systems  to  their  suppliers. 

The  survey  says  transactions  among  dealers  slowed  last 
year.  But  it  claims  that  "the  dealer  sector . . . remains  ripe 
for  transformation",  in  the  face  of  new  technologies,  such 
as  internet-based  car  buying,  it  estimates  that  there  are 
potential  savings  of  about  $35bn  to  be  wrung  out  of  the 
current  dealer  system  in  Europe  alone. 

Nikki  Tart,  Chicago 

CELLULAR  PHONES 

Spanish  group  expands 

Telefonica  IntemacionaJ,  the  global  arm  of  the  Spanish 
telecommunications  company,  has  continued  its  expansion 
into  Central  America's  mobile  telephone  market  with  Ihe 
award  of  a cellular  phone  licence  in  Guatemala.  Bidding 
through  a local  subsidiary,  the  company  agreed  in  Tues- 
day's auction  to  pay  almost  295m  quetzals  ®42m)  for  the 
nght  to  the  ”B  band”  digital  PCS  bandwidth  and  an5heT 
frequency.  Telefonica  will  compete  with  two  other  mobile 
phone  operators  and  will  have  national  coverage 

^tiV6  vSoe  president  * TelefOnica  lnter- 
nacional  USA,  said  the  company  expected  to  invest  an  ini- 
tial $100m.  tt  also  plans  to  offer  long-distance  and  data 
transmission  services.  James  Wilson,  Panama  Cfty 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


SERVICES  NEW  JAPAN  AND  WAKO  SECURITIES  TO  CREATE  Y120BN  COMPANY 

Japanese  brokerages  in  merger  deal 


*■'  - _ I 
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By  Naofco  Nakamae  in  Tokyo 

New  Japan  Securities  and 
Wako  Securities,  two  second- 
tier  Japanese  brokerages, 
yesterday  announced  they 
would  merge  on  April  1. 

The  merger  will  create  the 
country’s  fourth  largest 
securities  house  after 
Nomura,  Daiwa  and  Nikko. 

The  combined  company 
will  be  capitalised  at  about 
Y120bn  (Sl.CEbn),  with  assets 
of  more  than  Yijjoobn. 


Fuji  Photo 
stock  hit 
by  warning 

By  Alexandra  Nusbaum 
m Tokyo 


Shares  in  Fuji  Photo  Film. 
Japan’s  largest  manufac- 
turer of  photographic  mate- 
rials. plunged  10.3  per  cent 
to  Y4.370  yesterday  on  news 
that  the  company  would  post 
lower  than  expected  net 
profits. 

The  Asian  economic  crisis 
and  currency  devaluation  in 
Russia  and  Brazil  are  expec- 
ted to  push  consolidated  net 
income  down  by  about  20  per 
cent,  said  the  company. 

Net  income,  previously 
forecast  at  Y92bn  ($780m). 
could  fall  as  low  as  Y70bn 
for  the  year  ending  March 
31,  according  to  analysts. 
Last  year,  Fuji  Photo 
reported  consolidated  net 
income  of  Y88-8bn. 

Meanwhile,  the  company 
noted  that  strong  sales  of 
consumer  film  and  colour 
paper  in  the  US  and  Europe 
could  push  revenue  up  by  2 
per  cent  from  Yl,378bn  last 
year  to  Y1.410bn  this  year. 

“The  net  profit  warning 
came  as  a surprise,  but  there 
has  been  no  change  in  the 
company’s  fundamentals," 
said  Hiroshi  Oku  bo.  analyst 
at  Warburg  Dillon  Read. 

Three  factors  have 
depressed  Fuji  Photo’s  esti- 
mated net  profit,  according 
to  Mr  Oku  bo:  these  were 
lower  than  expected  earn- 
ings at  Fuji  Photo's  50  per 
cent  owned  affiliate,  Fuji- 
Xerox;  a devaluation  of  the 
Brazilian  film  subsidiary; 
and  a devaluation  of 
deferred  tax  assets. 

Yesterday’s  drop  in  share 
price  follows  a 25  per  cent 
rise  from  Y4.080  on  January 
4 to  Y5.110  on  March  19.  on  ! 
the  back  of  a depreciating 
yen.  A weaker  yen  benefits 
Fuji  Photo  where  exports 
accounted  for  over  50  per 
cent  of  sales,  as  of  Septem- 
ber 1998. 


The  merger  Ls  particularly 
significant  because  both 
companies  are  affiliates  of 
the  Industrial  Bank  of  Japan 
which,  along  with  its  broker- 
age arm.  IBJ  Securities, 
plans  lo  take  a combined 
stake  of  25  per  cent  in  the 
new  company.  IBJ  will  hold 
20  per  cent,  and  IBJ  Securi- 
ties 5 per  cent 
IBJ  yesterday  said  the 
merger  would  strengthen  the 
IBJ  group’s  competitive  posi- 
tion. with  IBJ  Securities  con- 


centrating on  wholesale  cli- 
ents and  the  new  company 
focusing  on  middle-tier  retail 
clients. 

“As  {its]  main  bank,  we 
will  fully  support  the  new 
company."  it  said. 

Meanwhile,  both  New 
Japan  and  Wako  said  they 
planned  to  withdraw  from 
their  overseas  operations. 

TadashS  Kawaguchi,  presi- 
dent of  New  Japan,  wili 
become  president  of  the 
merged  entity.  while 


Masaaki  Sugishita.  Wako 
president,  will  take  the  post 
or  chairman. 

The  Japanese  securities 
industry  faces  an  increasing 
competitive  environment  as 
Big  Bang  reforms  continue 
to  be  rolled  out. 

In  particular,  the  liberal- 
isation of  equity  commis- 
sions in  October  is  expected 
to  inflict  considerable  dam- 
age on  small  and  medium 
sized  brokers  which  depend 
heavily  on.  such  revenue. 


“It's  time  for  consolida- 
tion.” said  Paul  Heaton,  ana- 
lyst at  Deutsche  Bank  in 
Tokyo. 

“There  are  23  listed  securi- 
ties companies  in  Japan  - 
there  are  just  too  many  bro- 
kers.” 

Wako  Securities  also 
warned  that  it  would  post  an 
extraordinary  loss  of 
Y33.7bn  to  aid  its  subsidiary 
Wako  Finance  in  (he  dis- 
posal of  bad  loans  by  March 
2000. 


It  added  that  it  was  in  the 
process  of  applying  for  sub- 
ordinated loans  totalling 
some  Y35bn.  in  order  to 
boost  its  capita]  base. 

Both  New  Japan  and  Wako 
saw  tbelr  shares  fall  sharply 
before  the  Tokyo  Stock 
Exchange  suspended  trading 
In  the  two  companies'  shares 
ahead  of  the  announcement. 
New  Japan  fell  7.02  per  cent, 
or  Y20.  to  Y265  and  Wako 
dropped  6.98  per  cent,  or 
Y21.  to  Y28U. 


Life  insurers  set  to  boost  capital  base 


Industry  faces  tough 
improves  its  financial 

By  Naoko  Nakamae  in  Tokyo 

A number  of  Japan’s  life 
insurers  are  to  apply  for  a 
total  of  more  than  YSOObn 
(S4.24bm  in  subordinated 
loans  and  bonds  In  order  to 
boost  their  capital  bases  by 
the  end  of  the  month. 

These  moves  reflect  the 
mounting  pressure  on  the 
life  insurance  industry  to 
improve  its  financial  health 
ahead  of  the  new  fiscal  year 
in  April,  when  the  Financial 
Supervisory  Agency  will  be 
toughening  its  stance  on 
weak  life  insurance  compa- 
nies. 

The  FSA  will  require  com- 
panies with  solvency  mar- 
gins - a key  indicator  of 
financial  health  - of  less 
than  200  per  cent  to  adopt 
"prompt  corrective  action 
measures"  to  improve  their 
business. 

The  life  insurance  indus- 
try has  suffered  badly  from 
recent  slumps  in  the  Japa- 
nese stock  and  property  mar- 
kets. falling  long-term  inter- 
est rates  and  the 
appreciation  of  the  yen. 

The  sector,  which  controls 
some  YlSO.OOObn  of  assets. 


measures  to  ensure  it 
position 

also  faces  increasing  liquid- 
ity problems  as  policy 
cancellations  rise. 

Sumitomo  Life,  the  third 
largest  life  insurer,  has 
already  raised  Y170bn  in 
subordinated  loans  from  the 
Sumitomo  group  ahead  of 
the  fiscal  year-end  next 
week. 

Its  solvency  margin  at  the 
end  of  March  1998  was  52622 
per  cent,  compared  with  tbe 
industry  average  of  680.9  per 
cent. 

Chlyoda  Life  plans  to  raise 
Y50bn  of  subordinated  loans 
from  several  institutions, 
such  as  Tokai  Bank,  as  well 
as  Y20bn  from  the  sale  of 
subordinated  bonds  to  more 
than  20  companies. 

With  a solvency  margin  of 
314 2.  per  cent  it  was  one  of 
the  worst  performers  in  the 
sector. 

Daiichi  Mutual,  Japan’s 
second  largest  life  insurer, 
also  said  it  had  Issued 
YlOObn  of  subordinated 
loans  to  its  business  partner, 
the  Industrial  Bank  of 
Japan.  And  among  other  big 
life  insurance  companies, 
Yasnda  Mutual  plans  to 
issue  over  YlOObn,  and 


Assets  of  major  Japanese  Life  assurers 
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Asahi  Mutual  over  Y50bn. 
while  Mitsui  Mutual  has 
already  Issued  Ysobn  in  the 
first  half  of  the  fiscal  year. 

Dahchj’s  solvency  margin 
was  632.1  per  cent,  while 
Yasuda’s  was  618.1  per  cent, 
Asahi’s  654.8  per  cent  and 
Mitsui’s  491.6  per  cent. 

But  some  industry  observ- 
ers were  critical  of  the  rush 
to  issue  subordinated  debt. 
"Many  of  these  companies 
are  ’buying*  an  improvement 
in  their  solvency  margins”, 
said  one. 

“The  Ministry  of  Finance 
allowed  subordinated  debt  to 
be  included  in  tbe  ‘solvency 


surplus'  used  to  calculate 
solvency  margins  in  1997.  So 
(by  issuing  subordinated 
debt),  these  companies  will 
improve  that  one  number. 
But  interest  payments  on 
such  loans  are  typically  over 
3 per  cent,  and  their  nega- 
tive yield  situation  will 
worsen.” 

Others  were  more  optimis- 
tic. "Interest  costs  will  go 
up.  but  their  capital  position 
will  Improve,"  said  Robert 
Garone,  insurance  analyst  at 
Dresdner  Hein  wort  Benson 
in  Tokyo. 

"(Many)  are  going  to  move 
so  that  their  solvency  mar- 


gins don’t  set  them  in  a very 
weak  light  relative  to  their 
competitors." 

But  Nippon  Life,  the  larg- 
est life  insurance  company 
in  the  world,  yesterday  said 
that  it  would  not  issue  any 
subordinated  debt. 

Its  solvency  margin  was 
939.9  per  cent  last  year.  Meiji 
Mutual,  whose  solvency 
margin  was  719.9  per  cent, 
also  said  it  had  decided 
against  issuing  subordinated 
debt,  "if  it  looks  as  though 
stock  market  and  currency 
levels  will  remain  at  current 
levels  until  the  fiscal  year 
end”. 


Komatsu  to  put  $190m  into  wafer  arm 


By  Alexandra  Harney  in  Tokyo 

Komatsu.  Japan's  leading 
construction  machinery 
maker,  is  to  inject  3190m 
worth  of  new  capital  into  its 
US  silicon  wafer  business  in 
a last  attempt  to  revive  prof- 
itability at  the  loss-making 
subsidiary. 

The  capital  injection  into 
Komatsu  Silicon  America,  by 
far  the  company’s  most  dras- 
tic move  yet  to  rescue  its 
ailing  electronics  business, 
would  be  used  to  reduce  the 
unit's  estimated  $280m  liabil- 
ities, the  company  said. 

It  also  suggests  that  Kom- 


atsu, which  expects  its  elec- 
tronics business  to  record  its 
first  loss  since  1994  this  year, 
has  decided  to  remain  in  the 
volatile  semiconductor  mar- 
ket for  the  time  being. 

Analysts  said  electronics 
were  weighing  heavily  on 
profitability  because  of  the 
collapse  in  semiconductor 
prices,  which  came  on  top  of 
the  downturn  in  construc- 
tion machinery  that  is 
already  hurting  earnings. 

Last  month,  Moody’s,  the 
US  credit  rating  agency,  said 
it  had  lowered  its  outlook  for 
the  company  from  stable  to 
negative  because  of  concerns 


about  the  electronics  divi- 
sion. 

Komatsu  said  the  move 
would  increase  KSA’s  capital 
from  3160m  to  $350m  as  of 
this  month.  These  losses 
were  mainly  from  the  sus- 
pension of  operations  at  a 
silicon  wafer  factory  in  Ore- 
gon. one  of  the  company’s 
three  semiconductor  plants. 

However,  the  company 
said  it  would  continue  to 
ship  wafers  from  its  plant  in 
Japan  for  sale  in  the  US  and 
it  had  no  plans  to  withdraw. 
The  move  would  be  funded 
by  corporate  bonds. 

The  capital  injection  is  the 


latest  of  a series  of  initia- 
tives launched  by  Satoru 
AnzaM,  Komatsu  president, 
aimed  at  turning  the  semi- 
conductor business  around. 

The  group  has  moved  to 
acquire  KSA  and  trim  costs, 
in  what  analysts  said  was  an 
attempt  to  gain  closer  con- 
trol over  the  unit's  finances. 

There  has  also  been  specu- 
lation that  these  stop-gap 
measures  were  part  of  the 
group's  efforts  to  package 
the  unit  for  sale. 

Mr  AnzaM  said  In  a recent 
interview  that  he  might  con- 
sider selling  the  business, 
but  that  he  had  given  it  18 


months  to  recover.  Analysts 
warned  that  this  could  prove 
to  be  a risky  strategy. 

“They  are  putting  the  deci- 
sion off  and  filling  in  holes, 
rather  than  building  a foun- 
dation," said  Jeremy  Hoiser- 
Jones,  analyst  at  Nikko  Salo- 
mon Smith  Barney. 

He  added  that  taking  on 
additional  debt  to  fund  the 
capital  increase  would  also 
increase  Komatsu's  leverage. 
Last  month,  Komatsu 
warned  that  consolidated  net 
losses  would  balloon  to 
Yl3bn  (3110m)  on  sales  of 
Yl,060bn  in  the  year  to  this 
March. 


NEWS  DIGEST 


INTERNET  SALES 


Softbank  and  Yahoo!  Japan 
agree  joint  car  venture 

Japan's  Softbank  said  yesterday  it  had  agreed  with 
Microsoft  and  Yahoo!  Japan  to  set  up  a joint  venture  for 
internet-based  car  sales  in  Japan. 

The  new  company,  to  be  called  CarPoint  Japan  KK,  will 
be  capitalised  at  Y840m  ($7m)  and  is  scheduled  to  be 
established  in  April.  Softbank  will  take  a 50  per  cent  stake 
in  I he  venture,  while  Microsoft  will  contribute  40  per  cent 
and  Yahoo!  Japan  10  per  cent. 

The  joint  venture  will  be  (ha  Japanese  version  of  Micro- 
soft's MSN  CarPoint  which  generates  S450m  in  car  sales 
each  month.  AP-DJ,  Tokyo 

Amazon.com  signs  book  deal 

The  internet  bookseller  Amazon.com  signed  a deal  with 
Samsung  yesterday  to  sell  books  in  South  Korea  without 
charging  high  shipping  costs.  Samsung  said.  The  contract 
allows  Seattle-based  Amazon.com  to  use  Samsung's  inter- 
net shopping  web  site  to  sell  its  books,  music  and  other 
wares  in  South  Korea,  beginning  on  Thursday. 

Until  now,  South  Koreans  have  had  to  pay  shipping 
charges  to  buy  Amazon.com  books,  transported  individu- 
ally from  the  US.  Under  the  deal  with  Samsung.  Ama- 
zon.com will  ship  books  in  large  quantities  to  South  Korea, 
eliminating  most  of  the  costs  individual  shoppers  must 
pay. 

Shipping  costs  have  been  a hurdle  for  Amazon.com 's 
efforts  to  expand  sales  in  South  Korea  and  other  coun- 
tries. APDJ,  Seoul 


MORTGAGE  FINANCE 

Nikko  to  book  Y13bn  charge 

Nikko  Securities  is  to  book  an  extraordinary  loss  of 
YT3.3bn  ($11 3m)  in  financial  aid  to  its  mortgage  finance 
unit,  Kyodo  Mortgage  Securities.  The  company  said  the 
extraordinary  loss  would  not  affect  its  year-to-March  earn- 
ings forecast. 

Separately,  Nikko  Is  to  liquidate  its  real  estate  unit, 

Nikko  Fudosan,  which  has  capital  of  Y500m,  in  Septem- 
ber. as  part  of  group  restructuring.  It  said  it  would  set 
aside  provisions  of  Y5.8bn  to  write  off  its  outstanding 
loans  to  this  unit,  and  wouldalso  extend  funds  of  Y6bn  to 
assist  in  Nikko  Credit's  rehabifitation.  AFX-Asia,  Tokyo 


STEELMAKING 


Posco  plant  shut  by  explosion 

Pohang  Iron  & Steel  Company  (Posco).  the  South  Korean 
steel  group,  said  yesterday  that  operations  at  one  of  its  six 
cold- rolled  steel  plants  had  been  hatted  since  late  on 
Tuesday  because  of  a minor  explosion.  One  employee  was 
sightly  injured.  The  plant  has  an  annual  production  capac- 
ity of  1.1m  tonnes.  Posco  expects  the  plant  to  resume 
operations  in  two  to  three  weeks.  AP-DJ,  Seoul 


INVESTMENT  TRUSTS 

Dai-lchi,  Morgan  form  company 

Dai-lchi  Kangyo  Bank  and  J.P.  Morgan  said  yesterday  that 
they  had  signed  an  agreement  to  form  an  equally  owned 
investment  trust  joint  venture. 

The  new  company,  Dai-lchi  Kangyo  J.P.  Morgan  Invest- 
ment Management,  capitalised  at  Y3bn  (S25m)  and  equally 
owned  by  J.P.  Morgan  investment  Management  and 
DKB’s  asset  management  unit,  Dai-lchi  Kangyo  Asahi 
Asset  Management  will  start  business  In  Japan  in  May. 

The  companies  said  George  Gatch,  J.P.  Morgan  manag- 
ing director,  would  be  chief  executive  of  the  new  company 
and  DKB's  Michio  Yuge  would  become  its  chief  operating 
officer.  Reuters,  Tokyo 


Development  of  an  IT-  and  innovation  centre 
at  Fornebu,  the  previous  airport  of  Oslo 


www.FT.com 


In  association  with 


A 


Andersen 

Consulting 


jv  expands 


On  behalf  of  tf«  Government  of  Norway,  the  Norwegian  Directorate  of  Public  Coastnwioa  and 
Property  is  forcing  fcr  parlies  imereaed  in  pmticifaiiiig  in  *e  development  of  an  information 
lechnalogy  and  innovation  centre  ar  Fornebu.  The  centre  will  be  established  on  the  site  of  ihe  pre- 
vious main  airport  for  the  Oslo  region.  The  decision  to  establish  an  IT  and  innovation  centre  was 
formalised  by  tbe  Storting  on  25  February  1 999.  Tbe  public  documeras  pertaining  to  the  Storting's 
ilhe  Norwegian  ParihumnO  decision  are  obtainable  from  ihe  Ministry  ofTrade  and Industry. 
Direcuxare  erf  PuNkCcawinKtion  and  Property  will  answer  any  queries  regarding  the  buildings 
and  real  estate  in  particular. 

Interested  ponies  should  prepare  an  overall  plan  for  an  information  technology  and  innovation  cen- 
tre ai  Ftomebu  which  must  reach  the  Dirwaorale  of  Public  Construction  and  Property  by  15001m 
m 18  May  1999.  Plans  should  specify  the  area  required  and  how  (he  area  wifl  be  urillseA 

Tl*  intention  Lsro  establish  mMonnatwitecbnrtt^  and  innovation  centre  of  intetnancinJ  Hgro- 
ftautce  that  will  promote  new  business  activity  and  competence  development  m an  mien^ay  bet- 
ween research,  educalkm  and  itKhtstry.lhs  centre  will  enrfaacemcidMloractivi^.post-qiialilyuig 

...iJ  further  »nd  network-based  education,  in  conjunction  with  competence  centres  m «- 

ter  regions.  Educational  activity  established  at  Foroebu  wffl  ope^  under  ite  auspices  of  establis- 

hed  educational  institutions. 

Pnnher  aimDeotion  details,  including  requirements  and  guidelines  for  the  plans  to  be  prepared, 
^^j^^nSSs«,&oo,7ApriLA^ie«ilro®“kteebMbem^ffouiBdlqMlieN&torjpcfTJade 


and  Industry  to  assist  in  drawing  up  requirements  and  giudeiines.  Basedon  the  plans  wbmiued. 
^teGcrvamaeoi  will  select  die  parties  with  which  it  wishes  (o  son  negotianoas  witbaview  to  for- 
ming a bolding  company  for  an  information  technology  and  M 

Interested  parties  may  team  up  to  preset*  joint  proposals,  if  tbey  so  desire. 


Minusuj  ct  Hade  and  lafanoy.  phone  (+471 E 24  03  01 
Dinxuw  of  fabhc  Carmaum  and  Property,  phone  !+47l  22  3*  BIB 
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Boardroom  Issues 
for  Business  Leaders 


FT  Director  on  FT.com 

Covering  top  management  stories,  finance,  strategy  and 
human  resources,  FT  Director  is  the  definitive  resource  for 
business  leaders. 
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One-2 


By  Christopher  Price  and  Alan 
Cane  in  London  and  Ralph 
Atkins  to  Bonn 

Cable  and  Wireless  and 
MediaOoe  yesterday  con- 
firmed they  were  consider- 
ing either  the  sale  or  a pub- 
lic offering  in  One-2-One.  the 
UK's  fourth  biggest  mobile 
phone  company. 

The  move  sparked  a flurry 
of  activity  among  City  ana- 
lysts over  the  valuation  of 
the  lossmafeing  business, 
with  the  range  extending 
from  £6.6bn  to  £11  bn  ($llbn- 
SlSbn). 


COMPANIES  & FINANCE:  UK 

-One  may  be  put  up  for  sale 

C&W.  the  UK's  second  will  grow,  and  become  profit-  net  and  Orange.  of  just  four  mobile  licences 

i * i^u.»in<miiniralinnc  ship  Mnst  oro  pliictnruH  I Jihman  Rrnfhors  uihinVi  ic  ccmilrl  ha  pnnrmnuclv  invif. 


C&W.  the  UK'S  second 
largest  telecommunications 
group,  said  it  was  launching 
the  strategic  review  of  the 
business  in  order  to  maxim- 
ise shareholder  value. 

The  move  was  prompted 
by  the  acquisition  by  Com- 
cast of  MediaOoe,  the  US 
communications  group,  on 
Monday  and  the  subsequent 
derision  to  sell  MediaOne’s 
investments  in  wireless  com- 
munications. 

The  huge  differences  in 
valuation  on  the  business 
reflect  different  calculations 
of  bow  quickly  One-2-One 


will  grow,  and  become  profit- 
able. Most  are  clustered 
around  £8.Sbn.  In  the  year  to 
March  31.  1998,  One-3-One 
made  operating  losses  of 
£126m  on  sales  of  £548m. 
Mast  analysts  are  forecast- 
ing it  will  move  into  profit 
within  two  years. 

Launched  in  1993.  One-2 
One  has  2.1m  subscribers 
out  of  a total  UK  mobile 
market  of  14.2m.  It  Is  the 
fastest  growing  network, 
helped  by  the  advent  of  pre- 
paid mobile  phones. 

The  biggest  operator  is 
Vodafone,  followed  by  Cell- 


net  and  Orange. 

Lehman  Brothers,  which  is 
advising  MediaOne,  said  it 
hoped  to  sell  0ne-20ne  out- 
right with  the  public  offer- 
ing being  an  avenue  in  the 
event  of  there  not  being  suf- 
ficient interest 

C&W  is  advised  by  Merrill 
Lynch.  The  US  investment 
bank  said  preparations  for  a 
public  offering  would  begin 
immediately  in  case  any  sale 
fell  through. 

But  analysts  said  there 
would  be  considerable  inter- 
est in  acquiring  One-2-One. 
The  opportunity  to  buy  one 


of  just  four  mobile  licences 
would  be  enormously  invit- 
ing, particularly  for  foreign 
telecoms  groups  looking  to 
enter  the  UK  market. 

Deutsche  Telekom  and 
Mannesman!!  of  Germany 
have  both  been  seen  as 
potential  bidders.  Last  week. 
Ron  Sommer.  Deutsche  Tele- 
kom chairman,  identified  the 
UK  as  a particular  focus  of 
attention,  saying  its  small 
inroad  into  the  country  was 
“not  a position  where  we  can 
be  satisfied  and  relax". 

Lex,  Page  16 


Next  beats 
forecasts 
following 
‘hiccup’ 

By  Peggy  Hollinger 


Next,  the  fashion  retailer 
whicb  fell  from  favour  last 
year  following  a surprise 
profits  warning,  yesterday 
signalled  it  was  back  on 
track.  It  announced  a sharp 
improvement  in  current 
trading  and  annual  profits 
above  expectations. 

David  Jones,  chief  execu- 
tive. described  the  past  year 
as  “a  period  of  history,  after 
14  successful  seasons,  when 
we  hiccuped”.  However,  the 
group  was  showing  “a  good 
recovery.” 

Next  unveiled  pre-tax  prof- 
its of  £1 66.9m  t$272nu  down 
from  £184m  last  time.  Sales 
rose  from  £1.18bn  to  £1.24bn 
for  the  year  to  January'  30. 

Mr  Jones  said  1998-99  had 
been  "a  year  of  two  halves'". 
Sales  in  tbe  stores  moving 
from  fiat  in  the  first  half  and 
risen  10  per  cent  in  the  sec- 
ond. Like-for-like  sales  for 
the  year  were  5 per  cent 
down,  while  turnover 
through  the  Directory  was  2 
per  cent  lower. 

In  the  first  seven  weeks  of 
this  year,  like-for-like  high 
street  sales  rose  16  per  cent 
and  mail  order  5 per  cent. 

However,  he  warned 
against  over-optimism  on 
the  back  or  the  reported  fig- 
ures. "I  think  the  environ- 
ment is  going  to  continue  to 
be  difficult."  he  said. 


Alliance  UniChem  to  expand 


Jeff  Hams:  wfll  not  make  hostile  bids 


David  Ahmed 


By  Lucy  Smy 

Alliance  UniChem.  Europe’s 
second  largest  pharmaceuti- 
cal wholesaler,  claimed  yes- 
terday it  was  well  on  the 
way  to  ousting  Gebe  of  Ger- 
many as  market  leader  with 
plans  for  expansion  across 
the  Continent 

However,  Jeff  Harris,  chier 
executive,  ruled  out  expand- 
ing into  Germany  or  Scan- 
dinavia through  hostile  bids. 
Expansion  there  would  be 
achieved  through  mergers  or 
joint  ventures,  he  said. 

The  group  already  has  a 9 
per  cent  stake  in  Anzag,  one 
of  Germany's  largest  domes- 
tic wholesalers. 

Alliance  UniChem.  formed 
by  the  merger  in  1997  of  Uni- 
Chem in  the  UK  and  Alli- 
ance Sante.  a Luxembourg- 
based  business,  already  has 
38  per  cent  of  tbe  UK  phar- 
maceutical wholesaling  mar- 
ket. 30  per  cent  of  the 


French  and  25  per  cent  in 
Italy. 

It  also  has  operations  in 
Portugal.  Spain.  Greece  and 
Morocco. 

The  group  also  owns  the 
Moss  Chemists  retail  chain 
in  the  UK  and  now  hopes  to 
establish  a retailing  pres- 
ence across  the  Continent. 

Alliance  made  1996  pre-tax 
profits  of  £110.lm  ($179 -5m! 
after  £S0m  of  acquisitions. 
The  profits  figure  compared 
with  £59 .2m  from  UniChem 
alone  in  1997  and  pro-forma 
pre-exceptional  profits  of 
£95.9m  including  Alliance 
Sante.  Turnover  leapt  from 
£1.71bn  to  £5.35bn  f£4.6bn 
pro-forma)  and  operating 
profit  grew  from  £66.4m 
(£127. 8m)  to  £132-8m- 

Mr  Harris  said  tbe  biggest 
challenge  for  the  group 
would  continue  to  be  the 
pressure  from  national  gov- 
ernments to  keep  down  the 
cost  of  medicines. 


Growth  in  free  net  service  providers 


By  Christopher  Price 


The  upheaval  in  the  UK 
internet  service  provider 
market  was  underlined  yes- 
terday with  the  launch  of 
five  free  access  services,  put- 
ting further  pressure  on  pro- 
viders that  charge  subscrib- 
ers. 

WH  Smith,  the  books  and 
stationery  retailer,  said  it 
was  teaming  with  Microsoft, 
the  US  software  group,  and 
British  Telecommunications 


to  develop  a free  “portal'',  or 
gateway,  to  the  internet. 

Portals  offer  services  such 
as  electronic  commerce, 
banking,  stock  trading  and 
news  to  capture  users'  atten- 
tion for  as  long  as  possible. 
The  longer  visitors  stay  on 
the  site,  the  more  the  owners 
can  charge  advertisers. 

Richard  Handover. 
VVH  Smith  chief  executive, 
said:  “This  venture  will  not 
be  limited  to  simply  selling 
books,  music  and  video  on 


the  internet.  It  will  form  tbe 
basis  of  a much  broader, 
more  innovative  and  power- 
ful offering." 

The  ISP  market  was 
changed  in  September  when 
Dixons.  the  electrical 
retailer,  launched  Freeserve, 
the  first  free  mass-market 
ISP.  In  its  first  six  months  it 
attracted  more  than  lm 
users,  forcing  a growing 
number  of  paid-for  ISPs  to 
abandon  subscriptions. 

Yahoo!,  the  US  search 


engine  group,  said  its  UK 
and  Irish  web  guide  would 
shortly  begin  offering  free 
internet  access.  Yahoo!  Egg. 
tbe  Prudential's  new  bank- 
ing service,  also  launched  a 
free  ISP  yesterday,  as  did 
The  Electronics  Boutique, 
the  computer  games  retailer, 
io  partnership  with  Scottish 
Telecom. 

Free  wire,  an  ISP.  said  it 
would  begin  offering  a free 
service  in  response  to  the 
changing  market  conditions. 

Premier 
tumbles 
into  loss 

By  ThoroM  Barker 

Premier  Oil  the  exploration 
and  production  company, 
yesterday  passed  its  divi- 
dend and  plunged  into  the 
red  because  of  higher  than 
expected  asset  write-downs. 

The  company,  which  has 
faced  concerns  over  its 
financial  strength,  also 
announced  that  John  van 
der  Welle  would  replace 
Edward  Freeborn  as  finance 
director. 

A write-down  of  £i43.3m 
(3234m)  resulted  in  a net  loss 
for  1998  of  £137 .2m  (£48.5m 
profit). 

The  shares,  which  have 
underperformed  the  explora- 
tion and  production  sector 
by  23  per  cent  in  tbe  last 
year,  fell  Ip  to  14p. 

Charles  Jamieson,  chief 
executive,  said:  “We  had  a 
resourcing  review  looking  at 
needs  going  forward. 
Edward  comes  from  a non- 
oil background,  while  John 
has  extensive  experience  in 
our  sector." 

The  review  will  lead  to  the 
loss  of  25  per  cent  of  Pre- 
mier’s staff  this  year,  includ- 
ing Michael  Knowles, 
operations  director,  who  left 
the  company  yesterday.  The 
job  cuts  will  save  £6m. 

The  exploration  budget 
was  cut  to  £l6m  <£38mi. 


Diageo 
to  sell 
Spanish 
brewer 


By  John  WiBman  in  London  and 
Andrew  EdgeeTrfte-Jotmson  in 
New  York 


Diageo,  the  food  and  drink 
group,  has  put  Cruzcampo. 
its  Spanish  brewing  subsid- 
iary. up  for  sale  - a move 
likely  to  attract  interest 
from  several  international 
brewing  groups. 

Cruzcampo  could  fetch 
more  than  £400ra.  above  the 

£325m  goodwill  on  Diageo’s 
balance  sheet,  but  well 
below  tbe  1990  purchase 
price  of  Ftas9Sbn  (then 
worth  £533m). 

Goldman  Sachs,  the 
investment  bank,  has  been 
appointed  to  handle  the  auc- 
tion of  Spain’s  largest 
brewer.  Last  year  it  had 
sales  of  Ptas65bo  <£265m),  26 
per  cent  of  the  Spanish  mar- 
ket. 

Analysts  believe  the  most 
likely  buyer  Is  Heineken.  the 
Dutch  brewing  group  that 
already  owns  El  Aguila, 
Spain’s  second  largest 
brewer,  with  17  per  cent  of 
the  market.  Heineken  pre- 
fers to  own  stakes  of  more 
than  30  per  cent  in  its  key 
markets  and  has  said  repeat- 
edly it  wants  a larger  share 
in  Spain. 

Other  interested  brewers 
could  include  Carlsberg.  the 
Danish  group  that  licenses 
Cruzcampo  to  brew  its  lager 
in  Spain,  and  might  be  reluc- 
tant to  see  its  distribution  in 
the  hands  of  a competitor. 

Diageo  is  understood  to 
have  put  Cruzcampo  on  the 
market  after  expressions  of 
interest  from  Heineken  and 
others. 

A sale  of  Cruzcampo 
would  bring  to  an  end  a saga 
that  began  when  Guinness  - 
which  merged  with  Grand 
Metropolitan  in  1997  to  form 
Diageo  - bought  the  Spanish 
brewer  in  1990. 

Guinness  bought  Cruz- 
campo to  lessen  its  depen- 
dence on  its  trademark 
stout. 

Today  it  is  refocusing  on 
the  stout,  which  has  become 
one  of  the  few  global  beer 
brands  and  one  of  the  most 
profitable  parts  of  the 
Diageo  portfolio. 


Currencies 
hit  Indep 
Newspapers 

By  John  Murray  Brown 
in  Dublin 


Adverse  currency  move- 
ments affecting  its  South 
African  and  New  Zealand 
businesses  last  year  hit  Inde- 
pendent Newspapers,  tbe 
media  group  controlled  by 
Tony  O'Reilly,  the  Irish-born 
entrepreneur. 

Pre-tax  profits  for  tbe  51 
weeks  to  December  18  fell 
from  I£100m  <8191  ml  to 
I£70m  after  a I£36m  restruct- 
uring provision.  Turnover 
rose  from  I£599m  to  l£629m. 

Independent  has  achieved 
20  per  cent  earnings  growth 
in  each  of  the  past  five 
years.  The  buoyant  Irish 
economy  aided  Indepen- 
dent's performance  in  its 
home  market,  with  operating 
profits  up  6 per  cent  to 
I £44. 6m  on  turnover  of 
I£220m.  up  12  per  cent. 

In  the  IfK.  where  the  com- 
pany increased  its  stake  in 
the  Independent  and  Inde- 
pendent on  Sunday  from  46 
to  100  per  cent,  losses  fell 
from  £l.6m  to  £900.000. 

In  New  Zealand,  which 
accounts  for  31  per  cent  of 
group  turnover,  operating 
profit  was  down  3 per  cent 

In  South  Africa,  it  faced 
the  effects  from  the  rand's 
declined  value  and  the  eco- 
nomic downturn. 
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Flextech 
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Those  who  wailed  to  gauge 
the  success  of  digital  televi- 
sion’s launch  before  buying 
into  Ftenecn  must  rue  their 
caution.  As  the  biggest  pack- 
ager of  pay  television  chan- 
nels after  British  Sky  Broad- 
casting, Flextech's  ftiture  is 
highly  geared  to  digital  sub- 
scriber growth-  BSkyB’s  reve- 
lation that  a remarkable  42 
per  cent  of  its  January  sales 
were  new  subscribers,  not 
just  migrating  analogue  ones, 
rewarded  the  digerati  faith- 
ful. Flextech  has  been  a 
major  beneficiary  of  the  new 
multi-channel  world's  suc- 
cess. Since  the  start  of  the  , ^ 

year  its  shares  have  outperformed  by  nearly  30  per  cent. 

After  the  death  of  Roger  Luard.  its  charismatic  chief 
executive,  and  a regulatory'  ruling  against  channel  bundling, 
the  fear  was  that  Flextech  would  be  squeezed  by  customera 
and  suppliers.  Far  from  it.  Its  wholly  owned  channels,  such 
as  Living  and  Bravo,  increased  their  viewing  share  by  17  per- 
cent and  raised  advertising  sales  by  45  per  cent  Had  ft  not 
been  for  start-up  losses  at  its  promising  joint  ventures  with 
the  BBC.  Flextech  would  have  entered  the  black  in  1998.  _ 

The  question  now  is  whether  Flextech  can  leverage  its 
audience  share  in  the  e-commerce  world-  Competition 
from  BSkvB's  Open  will  be  strong.  But  tbe  market  is  still  in 
Us  infancy-.  For  Flextech  to  stretch  its  brands  over  interac- 
tive  television  and  the  internet  makes  a lot  of  sense.  The 
group  should  be  rewarded  for  making  it  such  a clear  prior- 
ity. 

Staniey/Capital 

At  last  someone  has  done  the  decent  thing  and  offered  to 
put  Capital  Corporation,  the  London  casino  operator,  out  of 
its  misery.  Since  the  start  of  1998  it  has  lagged  behind  the 
market  by  over  60  per  cent.  Valued  by  London  Clubs'  con- 
tested share  bid  at  around  £178m  In  February  1997.  it  now 
stands  to  be  snapped  up  by  betting  shop  operator  Stanley 
Leisure  for  a mere  £81m.  Stanley’s  timing  looks  excellent 
Capital  is  suffering  from  an  unprecedented  combination  of 
reduced  demand  from  high  rollers,  stiffer  gaming  duty  and 
increased  supply  from  new  licences.  But  as  the  owner  of 
three  London  licences,  including  the  ultra  upmarket  Crock- 
fords.  it  must  be  going  for  a song  at  barely  more  than  book 
value  and  11  times  2000  forecast  earnings.  Capital  sharehold- 
ers should  push  the  price  up  or  take  advantage  of  Stanley's 
partial  share  alternative. 
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Flextech  looking  to 
acquire  new  TV  channels 

Flextech,  the  pay-television  company,  yesterday  signalled 
its  willingness  to  expand  by  acquiring  new  television  chan- 
nels as  it  disclosed  robust  turnover  growth  driven  by  the 
launch  of  digital  services. 

Adam  Singer,  chairman,  said  small  channels  would  be 
"attracted  by  our  gravitational  pull  as  the  largest  indepen- 
dent channel  provider".  Flextech  has  14  channels,  includ- 
ing its  UKTV  joint  venture  with  the  BBC.  He  would  not  rule 
out  an  acquisition  of  Live  TV,  the  cable  channel  owned  by 
Mirror  Group  which  is  expected  to  lose  about  £4.5m  this 
year. 

Mr  Singer  would  not  comment  on  whether  Flextech  was 
willing  to  sell  its  18.6  per  cent  stake  in  Scottish  Media 
Group  in  the  wake  of  Mirror  Group’s  sale  of  its  Identical 
stake  in  SMG  to  Granada  Group  on  Tuesday.  The  com- 
pany intends  to  invest  £20m  this  year  in  interactive  ser- 
vices. John  Gapper 

LEISURE  & 

Stanley  approach  to  Capital 

Capital  Corporation,  the  London  casino  group,  is  consider- 
ing a £80m  takeover  approach  from  Stanley  Leisure,  the 
casino  and  betting  shop  operator.  Yesterday’s  statement 
by  Capital  was  prompted  by  a 13  per  cent  rise  in  its  share 
price,  which  closed  8’*p  higher  at  75p.  Shares  in  Starety 
rose  lOVzp  to  293p. 

Although  Capital  last  week  reported  a fall  in  pre-tax 
profits  from  £ 12.4m  to  just  £3.54m,  observers  suggested 
the  offer  undervalued  the  company  but  that  Capital  might 
come  under  pressure  from  investors  to  accept  it  after  a 
recent  poor  share  price  performance. 

French  group  bids  for  Gremlin 

Infogrames  Entertainment  the  French  computer  games 
group,  yesterday  made  an  agreed  cash  bid  worth  £22.9m 
for  Gremlin,  the  UK  games  developer.  Infogrames  is 
quoted  on  the  Pans  bourse  and  is  one  of  Europe's  largest 
and  fastest  growing  games  developers,  with  sales  In  the 
year  to  June  30  of  FFrl.47bn  ($240m). 

TRANSPORT 


S&P  cuts  BA  credit  rating 

Standard  & Poor's,  the  credit  rating  agency,  has  cut  British 
Airways  rating  from  A to  A-.  S&P  said  BA's  outlook  was 
negative.  The  downgrade  was  based  on  increased  fare 
competition  on  European,  Asian  and  transatlantic  routes. 
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Europe  subdued  by  Wall  St  and  Kosovo 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 


EUROPEAN , OVERVIEW 

By  Ptwfip  Coggan, 

Markets  Editor 

The  big  overnight  Tall  on 
Wall  Street  and  nervousness 
about  the  prospect  of  con- 
flict in  Kosovo,  kept  Euro- 
pean equity  markets  on  the 
back  foot  from  the  start  of 
trading  yesterday. 

A ftirther  pick-up  in  oil 
prices  also  kept  the  pressure 

FTSE  Eurobloc  100 
Index 


on  markets  as  German  infla- 
tion numbers  were  slightly 
stronger  than  expected. 

Coitfinnation  that  Romano 
Prodi,  the  former  Italian 
prime  minister,  would  be  the 
next  head  of  the  European 
Commission,  gave  only  a 
minor  boost  to  sentiment, 
although  European  bourses 
did  finish  off  the  bottom. 

The  FTSE  Eurotop  100 
index  closed  29.2,  or  1 per 
cent,  lower  at  2,809.13  while 


the  broader  Eurotop  300 
index  fell  11.43  to  1,217.39. 
The  FTSE  Ebloc  100  index, 
which  focuses  on  stocks  in 
the  euro-zone,  dropped  10.56 
to  1,002.19. 

The  best  performing  sector 
was  mining,  which  gained 
2.2  per  cent  in  response  to 
strong  metal  prices.  Fran  co- 
Belgian  bank  Dexia  was  the 
best  performing  stock 
thanks  to  good  results  and 
analyst  upgrades. 


The  day's  worst  sector  was 
information  technology, 
which  tumbled  4-2  per  cent 
on  the  back  of  weakness  in 
high-tech  stocks  on  Wall 
Street. 

Research  from  HSBC 

shows  that  the  technology 
sector  might  be  more  vulner- 
able to  higher  interest  rates 
and  bond  yields  than  most 
investors  would  expect 
"It  is  often  assumed  that 
cyclical  stocks  perform  bet- 
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ter  as  interest  rates  fall  since 
these  conditions  imply  stron- 
ger future  growth  rates. 

"Nevertheless,  there  is 

strong  evidence  - both  in 
theory  and  in  practice  - that 
growth  stocks  are  more  sen- 
sitive to  interest  rates  than 
their  cyclical  counterparts." 
says  Peter  Oppenhelmer. 
global  strategist  at  HSBC. 

Growth  stocks  depend, 
heavily  on  future  earnings 
projections  for  their  value. 
But  those  earnings  have  to 
be  discounted  to  give  them  a 
present  value.  An  increase 
in  the  discount  rate  thus 
should  mean  a lower  value 
for  growth  stocks. 

Research  by  HSBC  shows 
that  the  European  sectors 
that  perform  best  when 
interest  rates  are  rising  are 
leisure  and  hotels,  diversi- 
fied industries  and  house- 
hold goods;  those  that  per- 
form worst  are  pharmaceu- 
ticals. telecoms,  retail  banks 
and  support  services. 


Mta  24 

QOBlflg 

■Mpomr 

Changg 
no  dqr 

BUM* 

mated 

Daft  ted 

Nte  tow 

On  nuMjti 

Rflto  %RH 

Throe  madia 
Rtaa  Vt 

Om  year 

Bora 

ton 

tote* 
Cracn  rag. 

(KommO 

385633 

+52959 

554  - 111 

357120 

363370 

3833TB 

-45 

39.1058 

-4.4 

403436 

-45 

ttana/fc 

(Oft) 

7AZ85 

-00032 

244  - 328 

7.4327 

7.4213 

7.4306 

-03 

7.4336 

-03 

7.4501 

-03 

Gran 

9b) 

324.408 

+15890 

2S4-S22 

325.120 

320337 

3263014 

-73 

3293093 

-8.4 

3423(07 

-53 

ttonp*)/ 

ftM 

256.491 

*23510 

280  - 701 

257  M0 

25335D 

2593636 

-tin 

2643706 

-116 

286.6823 

-113 

tkrror 

RK) 

a 4501 

+50201 

C3  - 54H 

5467D 

44350 

ft  4764 

-4  2 

8536 

-17 

88818 

-2.7 

ratm 

mi 

45400 

+50220 

340  - 452 

43536 

4-3198 

' 

Hanate 

M 

1583030 -2D95400 

79S  • 204 

1588350 

15777.95 

- 

- 

Rbste 

pa m 

218131 

*1.1546 

440  - 821 

28.7830 

263083 

- 

• 

- 

- 

Skatea 

(Xante) 

417106 

+51D37 

380-  832 

443810 

423274 

* 

- 

teadn 

8.8889 

+50814 

809  - 951 

8.9955 

69550 

83888 

-0.1 

83891 

OO 

95003 

-0.1 

smut 

(SRI 

15917 

-53013 

911  -922 

13930 

15896 

1.5892 

15 

13842 

15 

13870 

13 

IK 

B 

05847 

-nnim 

844  - 850 

05887 

05840 

06661 

-25 

05685 

-13 

0B7B7 

-21 

tertta 

Aigattik 

Pes$ 

13B20 

+50024 

918  - 922 

1-0858 

1.0878 

. 

ItoTi 

m 

10122 

-03065 

091  - 153 

25276 

20074 

- 

- 

Canada 

tea 

13420 

-0JDK 

411  - 428 

1.6505 

13406 

13447 

-20 

13501 

-2.0 

1.6747 

-25 

MBdCD 

dtefepen 

155748 

+50266 

874  - 822 

103202 

103318 

167779 

-233 

11.1494 

-217 

123877 

-TOR 

USA 

ta 

13321 

+53024 

919  - 923 

13960 

1.0880 

15939 

-25 

15876 

-20 

11164 

-22 

PtateQ/IttMt  EtetMBfea 
Ausfete  US) 

IJOBO 

+50007 

050  - 070 

1.7140 

1.7017 

1.J0B6 

-13 

17138 

-18 

1.7387 

-13 

HoogKoPD 

(MS) 

8562* 

+50185 

603  - 645 

8.476a 

64290 

64781 

-62 

831 70 

-26 

83046 

-13 

Mb 

& 

453078 

+51127 

966  - 190 

46.4814 

48.1366 

46.6563 

-95 

473614 

-9.1 

503264 

-93 

tote 

WM 

965953 

+117700  058  - 870 

968690 

962%  10 

9888.59 

-284 

10448.43 

-323 

1OT33 

-323 

mu 

tSM 

A408? 

+50209 

IW '128 

4.4228 

43774 

- 

- 

- 

- 

Japan 

w 

121428 

-ai37t> 

3S3  • 498 

125000 

126.100 

1261U9 

25 

127.4848 

28 

1243638 

23 

ttteyte 

tm 

4.1500 

+53091 

500  - 500 

4.1848 

4.13M 

- 

- 

NtwZratsto 

pcs 

-50014 

235  - as 

253ST 

ZJJ704 

2.QZ73 

-15 

25338 

-1.7 

2.0642 

-13 

FMppfaH 

(PM* 

412943 

+03384 

9Z7-359 

42L5796 

41.9424 

423074 

-9.7 

43.2740 

-98 

463005 

-93 

SaudAoin 

(SO 

40961 

*50091 

951  -971 

41109 

43608 

4.1084 

-16 

4.1337 

-07 

42544 

-39 

Stoppoa 

pa 

15844 

-0.0019 

835  - 853 

13877 

18830 

13825 

13 

13797 

15 

13790 

03 

SDteAtea 

m 

67856 

-50287 

589  - 723 

55170 

67371 

88334 

-125 

65654 

-118 

7.4864 

-107 

Sorah  Kwn 

mu* 

133S56 

*5.7000 

430-  741 

134130 

1331.50 

- 

- 

rater 

[TO 

36.1485 

*50522 

873  - 097 

362920 

350480 

36330 

-55 

366324 

-5.4 

37.7564 

-45 

Ttabos 

(80 

41.0248 

+51883 

790  ■ 705 

41.1000 

403280 

41.1295 

-3.1 

41.4289 

-33 

411118 

-5.1 

UAH 

43112 

+500SB 

102  - 121 

43550 

33750 

45184 

-22 

45342 

-23 

4.1140 

-26 

EOT  Ij*aj  Rnar  ktam  Sdtan  TITOS.  MpKAuroMoy  foot  4033D9.  PtonSi  tertta  59671  ftwtt  Far  £55957.  Gemn  Man  1 TSBi  ktfi  Ph  0717564.  btaa 
tn  19X27  m**  Mer  JJBm.  Mum  Em#  390492.  Start*  Pbkb  166389  BUMS  giwA  e me  Eud  Sot  bob  'jm  orh  a»  as  nr*  tadtei  tern  BA. 
ote.  Hi  m aa  m M mb  an  dated  ton  THE  teMHIIEB  003*  SPOT  tad  ftHWAO  MTE  tews.  Snalnn  MU  o»  ffo  I.T 


i^.2 


■ THREE  MONTH  EUFBBOfl  FUTURES  (UFFE)  flm  100-rae 


. ‘ V- 

Open 

Sea  price 

Ctonge 

Mgti 

Low 

- 

Jui 

97.115 

97.140 

*0.035 

971*5 

97.105 

• _ , - La 

...i  --J. 

Sep 

97.135 

97.160 

*0  035 

97.165 

97.125 

-- 

Dec 

96385 

96310 

*0  035 

96  935 

96.685 

uar 

97JKS 

97350 

*0  030 

97560 

97320 

■ THHg  MONTH  BWO  UBtM  FUTURES  0JFFE)  Clro  100-iate 


■t  . • • • 

Open 

Sett  price 

Change 

«gh 

LM 

■'  • ’’ 

Jun 

97.115 

97.140 

+0.035 

97.(40 

97.115 

Sep 

97.140 

97.160 

+0535 

97.160 

97.140 

%-r  ■ 

- .“!J*  T— 

Dec 

96310 

+0335 

Mir 

97550 

+0.D30 

■ TUBE  MOUTH  EURO  UBOH  OPTIONS  (UFFE)  Elm  ICO -rate 


Softs 

Price 

Jun 

Sep 

CALLS  - 
Dec 

Mh 

Jen 

97125 

9/23 

0585 

tugs 

0 090 

0.070 

0.130 

0570 

0.145 

97375 

97500 

0515 

0505 

0.025 

0.030 

0565 

0350 

036S 

iextech  locking  to 
cquire  new  TV  cnanns 


Ea  «a  toot  cofa  lies  pus  a Pimm  dart  open  »c  c*  iE3tf7  Pm  uuo 

■ FTSE  BMOTOP  100  INDEX  FUTURES  (LITE)  £20  pg  M tofla  pnM 

Open  Settpnce  Change  Hgh  Um  EsL  wot  Open  bn. 

-bn  2795.0  2805J)  -35JJ  28070  2785.0  185  5323 

■ EURO  STYLE  FTSE  BTOTDP  100  MDEX  OPTION  |AEX)  CIO  pa  index  point 

2700  27S0  2800  2850  2900  2990  3000  3050 

CPCPCPGPGPCPCPCP 
MB  31  151  42  115  57  13  76  SB  KB  38  133  25  170  - - 

MB)  22B  74  m ffi  168  1<K  UD  127  W 1ST  K TO  S3  210  54 

U ad  Mato  Pm  am  tana  HU  8,u’  . fimn  man  an  feme  an  m&M  an 


OTHER  INDICES 


Kw  m Mar 

» 23  22 


1938/99  StocDcompfeHon 

8gl  Iff  Mp  LM 


^ i.-  -■  .--'.T  ‘t  ~ 


Ol  Stem  50  344138  3489.16  3581.42  38KU2  343307  3S7W32  2433-0? 

DJ  Bid  S8  50  3472.44  352064  360752  388536  241123  388136  . 241923 

MSO  Euope  (u)  119644  120200  1315LS  90559  131556  510.78 

Star*  nonetd  Dm  ktonnadoa  'SAtod  to  nettttai  rad  day.  M oanMe. 


'.  Fm  .real-time  FTSE  Eurotop  300  index  quotes  call  FT  Cityline  on 
0906  343  5920.  Calls  are  charged  fit  60p  per  minute  at  all  times. 


FTSE  EUR0T0P  300 


Pika  Ov>  tan  op  vd 
(bn)  +■•  EuoM  M « 


AEROSPACE  ft  DBBICE 


DWBOTB)  MISTRIALS 


~ -I" 


AUTomoeas 


m an  xs 

DatataOtai  782 


5"*  ‘ ’ 


■*:  *:-r  U'-1-1 


*1  1D6  117  13 

- 57  SB  23 

- 43  14  18 

*&  U 8S  U 


-3  153 

-23  775 

- VU 

-3  103 

B0 

*J  U 
-A  6£ 

- 47 

-3  TJ 
.13  U 
•U  173 
-3  14 

-.7  67 


-a  zu 
-1  2S3 

.2  74 

*.1  U3 

-2  127 

183 

- tM 

-£  V 
-1  U 
~1  73 

-.1  03 

-2  123 

k2  54 

- 63 

-vl  ZU 
-1J  41 

-3  W1 

~2  153 

-12  U£ 

-3  364 

-a  zij 
-*  02 
-a  bi 
■23  423 

-23  SJ 
-A  282 
*A  W3 


aECTMOTY 

tobnv 


BfCTROMC  & H£CTRKAL  BQUPT 


AS* 

1140 

-ii 

76 

18 

*888 

1135 

-i 

11 

54 

4B8« 

\JOU* 

-113 

at 

01 

AhSfe 

25JB 

-vl 

64 

U 

oc 

4Ja 

-.1 

2U 

98 

radra 

TUG 

-15 

2U 

U 

irate*" 

»te 

-IJ 

84 

u 

Lateeya 

aaun 

■ 

41 

“ 

Ujaate 

«uo 

+U 

45 

u 

IkMaK 

ta 

•15 

1U 

- 

Scarafear 

41 

•15 

73 

u 

sari 

■12 

W 

u 

BB«BWG&IIAC»eiy 


...fl 
-• . p r'a  ,;:is 


Fcrt*0^B 

M*W 

HSBCfTSal 

WKHtoiq 

Htata 


frtflfedMB 
SosBmrafe 
Staff  CfeU 
SaHtaddta 

UBSdfiBUtf 


DEVERAffiS 


CHQDCALS 

»vtoto4i  ™ 

MM  *■ 

Biff  flt* 

Bar  auo 

StocO 

nmuri  ~-J 


MsCte»A 

2289 

+.1 

28 

04 

MCnpraB 

2215 

14 

3M 

UB 

-vl 

as 

VU 

Ltafe 

09 

-M 

42 

- 

*431 

-3 

27 

61 

PMtate 

euo 

-67 

U 

- 

Sandta* 

160 

- 

32 

at 

SmktaB 

1840 

tl 

13 

02 

5cteaA 

201 

-3 

1A 

12 

W37 

-J 

2 A 

04 

nano 

m 

•15 

6n 

• 

nutate 

332 

- 

37 

48 

FOOD  & DR0B  RETACBS 


1£ 

1A 

urn 

231 

15 

Abel a 

3U0 

«J 

U 

Cmfev 

H 

+461 

24 

(take 

aue 

-22 

Datum  fa 

Kta 

-J 

X £ 

W 

+215 

12 

sffa m 

348 

25 

SafftataF 

SB 

+5 

2B 

22 

Ten 

236 

+.1 

73  148  23 
213  13  f J 

262  U dJ 
S3  63  U 

u u u 

«2  II  61 

41  60  72 

112  IDO  43 
17.1  S3  23 


FOOD  PRODUCERS  & PROCESSORS 


71  72  TJ 

358  103  23 
tU  1.1  02 
63  14  - 


- w U 11 
-4  U U JJ 
-J  264  62  33 

. 31  23  42 

an  02  82 

•11  44  1L3  - 

■M  61  ■ TU 

-J  63  M - 
-12  32  0.1  23 
. 63  33  S3 

-J  «3  13  '-J 
-J  43  31  28 

^ 61  ta  03 


*2 

08 

14 

27 

+ .1 

ue 

45 

21 

+U 

«4 

13 

15 

-707 

GU 

01 

U 

-A 

44 

u 

13 

-15 

467 

13 

15 

-1 

27 2 

125 

21 

BASK  WWSTBgS  1087.63 

Chemicals  81169 

Qmamcaoii  & BU  Itatto  98168 
Fne^y  & Paper  960.02 

eeiBUU.  BBUSTBUUJS  1116-40 

Aerospace  & Defence  75334 

ttveraflof  indus&tds  %222 

Bectrodc  fi  Qacl  Equip  1037.68 
Engtoeatna  & tecMnery  999.B6 

CTCUCAL  CONS  GOODS  1Z32JS8 

AUonuUlES  887.94 

UnmahoM  Snoia  8 Ttate  139731 

KW-CTC  CPUS  flOODS  T1B4J9 
Beverages  91538 

Food  Producers  & Procaero  882.72 
MeaMi  996-04 

Pada^ng  789.17 

Mnonal  Cara  & Hsa  Prods  106434 
PhHimeeuto^a  1084.13 

TflOacm 1349.65 

CTCUCAL  SBWCB  128164 
OMOtUm  676.11 

General  Reafcra  104437 

Letowe  Enenni  & Holefc  93836 
MBda  & Plutopaphr  11BD.16 
Rests.  Pitoe  & BraaBln  856  £3 
Support  Sendees  103L21 

Transport 98730 

WMI-PfCUCM.  saws  1309.18 
Food  A Drug  Battoera  1042.47 
Tatocomruricattom  Sens  I2B7M 


BacMckv 
Ebb  Dtstrtxtowi 
Water 


Batos  933-03  -132  -11.53  233  6.13  K2J1 

hamnea  966.16  -135  -1821  1.42  1.78  07938 

UN  Aesama  108282  -139  -14.14  136  435  110131 

taWBDent  COdpwHs  983.04  -033  -532  139  0.00  101637 

Deal  Estate  71336  -138  -1134  334  137  734.16 

Spedaily  6 Other  Fin  100BJ5  *059  +&91  224  0.7g  11KSJ8 

UWBMAIBHI  TECH  87BJ8  -2M  -2539  035  442  B88-33 

Monoatai  Tech  Hantoare  95831  -422  -42J6  1JJ7  B-24  967  76 

Sonaora  & Camputar  Saw  69637  t1-B3  tl330  038  0.15  68835 

Fa®®  Mon  U Mfet  n tHTAiMitlHum  O F1SE  bfcmtaoml  lum  W m nf*>  iamtd  TTSF  M 
HoUf  » nffMred  mu  mris  ff  Ur  Lmkn  SM  Entangs  sad  Du  HnmM  Unas  nt  aa  md  nr  FBE 
tantamff  mm  lera.  -boro  fe  » "#a«  ate  tai  ol  la  tafentm  9oa  bffmgt.  ns£  fameu  Mb 
m couffad  to  Fist  tamtaota. 


Ma  Caps  Wap  M 

*fe'Bff«  H » 


Mn  tap  Md  of  w 

*ff-EW*N  M Tld 


KOUSmOLO  ft  TEXTILES 


+ 7 23  - 32 

- 43  dJ  J2 

- 41  W U 

-5  163  0.1  3.1 

- U U U 

•2A  tU  - 12 
-5  254  02  U 

■as  xi  i.i  12 


• 57 

-J  53 

-uj  m 

*.1  53 

tj  SZJ 
fil  123 

• 64 
*, 2 61 
-v3  B3 
-a  73 
*i  nu 

•as  122 

*2  42 


7668  -13  M - f.l 

HMD  *J  S3  11  2 2 

1713  -3  61  U 13 

» 41  V U U 

96419  -163  21  - II 

1295G  -15  13  - 10 


F*«  Bgamuii  N 

ffoaf  *ff-Bn(M  m TM 

146  43  160  64  67 

11031  r.1  IS  - 12 

1238  • £83  11#  1A 

m -73  ai  - u 

109  -1  374  23  15 


HEAL  ESTATE 


7.77  4.0  20  13 

1VJB  -J  65  15  4S 


LT.  HARDWARE 


189  -*.!  U U - 

TOJJH  -22  201  13  Jj 

1853  -13  343  713  1.1 

ran  -83  823  IS  07 

ma  -«.i  nj  aa  - 


RE5TMHUITS  PUBS  ft  BREHB1E5 

Bass  ua  -A  105  27  JJ 

Dnraff  UUB  t.’  u 21  03 

Sea  4 Ika  BJ5  -1  62  70  45 

W ml  1406  -2  y 21  15 


SOFTWARE  ft  COBBVTER  5BHKE5 


*n  _ t»3B 

■ataltti  mm 

tadMtl 

m*yD* fc  1213 

MF  4638 

Btesdfeg  7S771 

COJ  1132 

awtetau  mas 

W ££ 

ORE  622 

a«  ms 

Md6ir  107 

Bn  U8 

1U)dStafl  BOG 

Skate  it* 

snnn  293273 

zwnMb  Shu 


-13  4LB 
-43  43 

-4B  U 
-7J  «3 

-I  190 
*2  U 
■30  43 

-.1  181 
*J  82 
-j  ns 
S S73 
- 46 

-13  475 
-U  JU 
-J  45 
-.1  123 

-2  82 
-S3  297 

-113  aw 


1M 

-13 

00 

63 

04 

aa 

-.1 

57 

25 

06 

2K 

*187 

122 

- 

M 

+7.1 

Kt 

- 

65 

1045 

+3 

48 

14 

04 

„ M SreSAUWftmWERPBfKE 


tmESTiranCOMWKS 


-1  U 13  U 

- U 03  73 


ISSUE  BUBnAHMERT  ft  HOTELS 

Recur  EMM  +57  61  03  13 

toaah  i7.u  -j  isa  u 15 

Uteflto  42  - S.1  U 27 


vdS 

687 

tra 

-4 

•85 

GO 

45 

14 

64 

13 

21 

DnbSb 

MB 

<4.1 

6.1 

6.1 

57 

MSrI 

1275 

-J 

13 

08 

08 

Mta 

TBL50 

*5 

164- 

U 

25 

Am  [fed 

1478 

-2 

38 

04 

2S 

Mb* 

1752 

-3 

12 

18 

tomn 

aso 

+ 4 

47 

03 

13 

swransamces 

UaBI 

46484 

-315 

75 

05 

»n 

US 

— * 

73 

43 

1 1 

AtadatadBU 

41 

-13 

S3 

U 

U 

MiB 

16474 

-t 

43 

IS 

Item  tat 

U2 

- 

104 

ii 

1.1 

SouttaB 

1185 

-J 

43 

03 

07 

Urts 

14840 

•84 

45 

U 

M 

m ran  ran 

2UB 

*4 

128 

41 

14 

■Mta 

£82 

-.1 

41 

25 

43 

UR  ASSURANCE 

<m  toJO  -15 

teak  W3A  -5 

fea  251 

legdasaa  11123  -2 

Hnafeliia  144  +1 

Fiufete  1155 

Eta  LA  4 P 714 


KDtAftPBDTOGRAffir 

BSfe  B 7.7! 

Ctaffm  2549  -25 

CsmaC  339  + 2 

fine  2027  -3 

BO  636  -1 


1332  +5 

yj? 

12-38  -2 

148  -3 


561  24  12 

13  26  IJ 
UU  356  U 
1*1  14  23 

124  42  33 

BS  111  27 
6B  17  11 


m u 13 
13  U 13 
63  £2  23 

51  06  15 

10  *1  18 
61  U U 
86  43  M 
115  25  15 

91  4|  li 

175  57  U 

*2  22  45 
U 16  U 
67  49  64 
11.7  03  08 


THBTOWBOUCATlONSStVJCES 

Bt  1451  -J  933 

CatUlMl  BA  -2  14.7 

OtakV  11.17  *2  2G5 

QMUctaW  XJ1  -15  2U 


73 

-5 

147 

03 

. 

74 

-13 

214 

35 

14 

2131 

-72 

S3 

05 

28 

11055 

48 

423 

03 

at 

238 

a 

85 

703 

- 

Mta 

-3 

1S5 

45 

24JG 

■13 

U 

05 

&B 

-vl 

87 

- 

ti 

as 

+13 

117 

u 

u 

87? 

+.1 

S2 

28 

04 

349a 

+23 

U 

Ol 

25 

B62B 

+15 

104 

02 

27 

831 

*3 

483 

174 

15 

651 

- 

381 

au 

04 

1630 

*2 

415 

JJ 

1.1 

m 

-2 

85 

7.1 

1SJ5 

-1 

475 

145 

07 

COIfrTHUtmON  ft 

- — 21755  *«5  “ “ If 

57®**  I6E8  «i2  m ■ 

™"  jS  *1  02  *2  « 

SffB  wg  ■“  [I  at  o 

"S  -a  ni  a#  *a 


FORESTRY  ft  PAPS) 


GAS  DtSIRBUm® 


GENBBM.  RETAHBtS 

Bate  ,sjfi 

Bn i 19« 

BE  «ta 

Ml  MB  B*£ 

KteMe> 

IfedaftS  *2 

ten  40  .52 

MtM  W®* 


DtSTSBUTORS 


ss  - U 


-6  26  05  53 

-5  21  - 46 

-.4  42  BX  26 

-13  7.1  83  43 


+3  71*  *4  27 

72  M3  - 

*J  126  62  84 


*3  12.1  17  32 

■17  80  98  10 

-7  103  70  55 

-3  OS  41  OS 
-3  143  82  20 

- 142  01  43 


-1  41  85  11 


- 43  44  44 

*3  14«  45  10 


1*39  -.1  WSJ  180  28 

WOO  -13  26  - 23 

639  - 442  210  26 

1573  *4  40  OB  23 

■UB  43  366  - 16 

4730  -5  U3  12  21 

4F.1t  i6  10U  26  36 

GOB  -.1  OS  354  55 

111  -13  >21  U U 

VBM  S 233  15  15 


■ Tte  551 

r 53* 

rn*  80S 

Ul  I A**  77 

tan  1U0 


- 151  63  43 

*2  58  13  50 

-2  47  44  «J 

“2  75  - 13 

*2  16  81  13 


TRANSPORT 


152754  -73  84 


PStSONAL  ft  HOUSEHOLD  PRODUCTS 


Befesstaf 

HUB 

i5 

55 

. 

09 

ranwn 

SUB 

*3 

AT 

- 

u 

rate 

STUB 

■15 

308 

02 

04 

RbMSC 

977 

-3 

40 

23 

40 

FHARHAC&ITKALS 

fea  a 

141* 

2vft 

63 

11 

Stamm 

9811 

+i 

102.1 

U 

15 

IktaHhR 

147818 

■7T 

814 

02 

12 

Mwltaiu 

90S) 

*3' 

U 

u 

12 

ractalWB 

11.HSJB 

+719 

726 

OS 

15 

41 

. 

107 

80 

26 

. 64 

61 

so 

13 

04 

25 

08 

83 

33 

118 

34 

15 

15 

41 

IS 

44 

26 

47 

55 

11 

52 

83 

37 

£3 

ritatofftedte 

> By 

ItteU 

ntaffraa 

Shares 

are 

M 

SdJSata^ raSaa!AlT  tm*n  lB* 

Stock*  h taid  iypa  aa  tetoded  to  Ew  oun- 


Md  amted  by 


INTEREST  RATE  SWAPS 

EufrE  ( SOg 


EURO-ZONE  RONDS 


Db/<.  IMi-g  Sort 


Bkf 

A* 

EM 

Ash 

Bd 

Ask 

BtO 

Ask 

an 

Atk 

Red 

S ft  P 

Bid 

Bid 

ChgB 

edge 

V 

302 

3.05 

UO 

533 

1.41 

1.45 

525 

52B 

0-23 

026 

Mar  24 

dab 

cum 

fbhng 

pnee 

ytd 

yM  Gouis 

3.10 

LM 

&2I 

524 

158 

1.76 

544 

547 

035 

039 

■ snsRaeiB 

3JG 

130 

539 

522 

1.93 

201 

555 

558 

159 

0.62 

UK 

oi/m 

4.250 

AAA 

101  938 

314 

-die 

+054 

+0.12 

3.44 

348 

539 

5.33 

114 

222 

5G3 

5.6S 

056 

05B 

Deonertt 

01/02 

4.750 

AA* 

103.862 

127 

-am 

+056 

+0.15 

3.  BO  1B4 
197  4.0? 
4.13  4.17 
456  43) 
4.35  459 
4-50  454 

4.70  4.74 
4A2  496 
556  5.10 

5.11  5.15 


128  5.32 
126  132 
559  593 
5^9  533 

530  534 

531  5B 

531  536 

532  537 
532  537 
531  538 
531  538 


134  2.42 
233  161 
2.70  2.7B 
237  195 
104  112 
119  337 
142  152 
338  178 
393  493 
494  4.14 


589  572 
575  57B 
581  584 
586  589 
591  594 
595  59B 
833  BOB 
513  &16 
621  524 

521  524 
521  524 


139  1.42 
1.63  186 
1.83  138 
138  2.01' 
2.12  2.T5 
234  236 
230  235 

230  2.85 
238  231 

231  237 


Bu  and  ad!  rain  n ol  eton  ol  Lontoo  brnfmaa.  us  8 a quote  amml  masy  adwl/360  bate 
agtest  3 notes  Urn.  £ ma  Yen  s>M  an  ■ HhHntaN  aamdOBS  tnte  agaiM  6 Honda  Liar, 
BnWSffbs  Ftee  qaoM  an  aona  band  30060  bate  ogakat  B mail  EartteUnr  «4h  ha  ofeaptoii 
at  the  l jea  ram  Ktucb  k qutad  a^Oat  3 mote  Eutocffltoa.  Sana;  ktonapH  Eunpa  Italaa 


EuDixmdyWd  cave 

Per  cent  - 


Euro  agafirt.thedoQar 

SP*€ 


■Mar  24 1999 
• Wtakago  _■ 


1 3.5  7 10  .15  20  - - ; 3tr  ■,  ‘ Jan  1999 
.Ytax  .; 

Jkarotofcacflafltef7toitewiN»i  ~ 


Smdan  02/01  5000  AA+ 

Greece  1MJG  5750  B88 

■ SUPRAWIIONAtS  r 

AM  10W7  5500  AAA 

BB  04/06  5500  AAA 

Enrotkia  12/09  5325  AAA 

VtorU  Bank  04/05  7.12S  AAA 

■ muras 

EOF  10/03  1750  n/a 

TB’CO  m/m  4250  AA 

Quabac  H|dro  03/08  5375  A+ 

Knit  Hydra  10/99  7250  A 

■ ■HANGULS 

Bad  Wuru  02/10  5375  AAA 

0KB  09/07  5750  AAA 

CredLLocat  04/OB  5250  AA+ 

AUeyNta  01/09  5300  AA- 

■ rnusims 

umiaver  f(M>1  5125  AAA 

McDonalds  03/08  5125  AA 

ITtap  Monts  06/DB  5325  A 

BAT  W Hn  07AH  5375  A- 

.■  PBUCBUffE 

Rate  Hypo  12/01  5300  n/a 

Bsaitypo  AG  m/04  5300  n/a 

Bapr  Votes  Di/06  5000  n/a 

Dspla  07/08  4.750  nfa 

■ HSHYBJD 

Gabon  04/07  15125  B+ 

Cntt  Tetecom  11/07  8875  n/a 

bnpress  Metal  05/07  9375  8 

HteyOabhMU  07/05  10300  B* 

SBtatond  & raw's  Etaigs 


02/10  5375  AAA 
D9A7  5750  AAA 
(MAM  5250  AA* 
01/09  5300  AA- 


10/01  5125  AAA 

03108  5125  AA 
06/DB  5325  A 
07/06  5375  A- 


12/01  5500  n/a 

m/04  5300  n/a 

01/06  5000  n/a 

07/08  4.750  it/a 


04/07  15125  B+ 
11ZD7  5875  n/a 
05/07  9375  0 

07/05  10300  B* 


3.16  -502  *0.04  +0.14 

446  -502  +509  *033 


433  -501  +504  +036 

420  -032  +517  *030 

453  *030  *039  *031 
331  -504  *037  *032 


118  -035  -035  +0.15 
3.70  -033  -034  +547 

439  -0.02  +512  *579 
144  -037  -0.05  +55B 


4.S3  *503  +0.17  +545 
422  *031  *514  *a45 

448  -033  *510  +056 
4.82  +500  *0.15  +030 


335  +032  *500  +033 
4.44  -031  +0.12  *554 

531  -0.01  *0.19  +1.11 

439  -032  +508  +125 


326  -501  *033  *524 
159  -5m  +504  +524 

336  -0.01  +0.11  +533 
4.30  -031  +515  *0.40 


626  -501  -2.12  *2.48 
7.75  *0.11  -509  +338 
7w41  *508  -239  *164 
939  -513  -0.17  +530 

Save*  bteam  Docrrr  feksiniain. 


Issue  of  U.S.  $300,000,000 
Bank  of  Western  Australia  Ltd 

AC.N- 050494454 

Undated  Floating  Rate  Notes 
exchangeable  into 
Dated  Boating  Rate  Notes 
of  which  U.S.  $200,000,000 
is  being  issued  as  the  Initial  Tranche 


Interest  Rale 

Undated  Notes 

Dated  Notes 
Interest  Period 

Interest  Amount  due 
24th  September  1909 
Undated  Notes 
per  U.S.  $ 70,000  Note 
per  U.S.  $250,000  Note 
Dated  Notes 
parU+S.$  10,000  Note 
per  U.S.  $250,000  Note 


5.1625%  per  annum 
5.00%  per  annum 

24th  March  1999 
24th  September  1999 


U.S.  $ 26a 86 
U.S.  $8,596.53 

U.S.S  255.56 
US.  $8,388.89 


Corporate 

radar. 


Credit  Suisse  First  Boston  (Europe)  Ltd. 

Agent 


Financial  Times  Surveys 

FT  World 
Energy  Review 

Thursday  April  15 

For  further  information  please  contact: 

Justin  Mafham  in  London 
Tel:  +44  171  873  3760 
Fax:  +44  171  873  3062 
email:  justin.mafhamfS'FT.com 

FINANCIAL  TIMES 

No  FT,  no  comment. 


Open  for 
business. 


I NORDIC  INVESTMENT 
BANK 

FRF  600  000  000  ^ 
CMS-IO/CNO-TEC  ID 
LINKED  FLOATING  RATE 

NOTES  DUE  2008  

ISIN  CODE : XS0087744M0 
Fonkpened  from  ' 
March  26, 1999  to  June  28. 1999 
ibe  new  rate  has  been  fixed  at 
IJ4512* 

Nmu  payment  date : 

Jdk  28.1999 
Coupon  nr: 4 
Amount : 

FRF  13  45 1 .20  for  the 
denomination  of  FRF  1 000000 

1HE  PRINCIPAL  PAVING  AGENT 
SOOETEUENERALE 
RANK  & TRUST  SLA. 

LUXEMBOURG 
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INTERNATIONAL  CAPITAL  MARKETS 


Exchanges 
argue  for 
reduced 
CFTC  role 

By  Ndd  Taft  in  Chicago 

The  big  Chicago  futures 
exchanges  are  expected  to 
argue  for  a much-reduced 
regulatory  role  for  the  Com- 
modity Futures  Trading 
Commission  as  the  issue  of 
“reauthorising"  the  futures 
industry  regulator  comes 
before  the  US  congress. 

But  they  also  endorse  con- 
tinued trading  of  privately 
negotiated  "swaps"  deriva- 
tives on  unregulated  over- 
the-counter  markets. 

Unlike  many  US  regula- 
tory agencies,  the  CFTC  does 
not  have  permanent  funding 
and  is  required  to  seek  peri- 
odic reauthorisation. 

Given  recent  controversy 
over  regulation  of  OTC 
swaps  - and  the  extent  to 
which  the  CFTC  or  any 
other  agency  should  oversee 
this  rapidly-expanding  busi- 
ness - the  process  is  particu- 
larly charged  this  year 

Some  industry  partici- 
pants have  suggested  the 
CFTC  should  be  folded  into 
the  Securities  and  Exchange 
Commission,  as  demarcation 
lines  between  on  and  off- 
exchange  derivatives  blur. 

Meanwhile,  Brooksley 
Born,  CFTC  chairman,  has 
advocated  a review  of  the 
core  Commodity  Exchange 
Act,  because  of  rapid 
changes  in  technology  and 
the  types  of  product  traded. 

The  Chicago  exchanges 
have  traditionally  viewed 
the  OTC  market  as  a compet- 
itor, and  demanded  equal 
treatment,  meaning  much 
lighter  regulation. 

However,  officials  yester- 
day met  “a  broad  representa- 
tion" of  OTC  and  exchange- 
based  market  users  and  said 
afterwards  they  would 
endorse  a system  under 
which  privately  negotiated 
derivatives  would  be  traded 
on  an  unregulated  market. 


WORLD  BOND  PRICES 


Prices  mixed  on  war  threat 


bbvghmark  bonds  

By  Bertrand  Benoit  hi  London 
and  John  Lahate  in  New  Yoric 

Government  bond  markets 
were  mixed  yesterday  as 
unease  about  the  possibility 
of  war  in  the  Balkans  was 
offset  by  upbeat  political  and 
macroeconomic  news. 

In  Europe  there  were  hints 
of  a flight  to  quality  at  the 
short  end  of  the  German 
maturity  curve  in  the  midst 
of  the  Kosovo  crisis. 

The  yield  on  one-year  Ger- 
man bonds  tightened  4 basis 
points  to  2iT7  per  cent  and 
that  on  the  two-year  bond 
fell  3 points  to  3.07  per  cent. 

But  analysts  said  investors 
had  grown  accustomed  to 


Japanese 
banks  in 
ABS  deals 


NEW  ISSUES 

By  Arkady  Ostrovsky 
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international  crises  And 
were  adopting  a wait-and-see 
attitude.  “There  is  a degree 
of  complacency,"  said  David 
Brown  at  Bear  Steams. 

“Bond  and  equity  markets 
have  been  wallring  on  quick- 
sand for  the  past  weeks  and 
a full-scale ' conflict  in 
Europe's  back  yard  could 
cause  a very  nasty  sting  in 
the  tail,"  Mr  Brown  said. 

The  nomination  of 
Romano  Prod!  as  president 
of  the  European  Commission 
helped  boost  sentiment  in 
Europe.  Mr  Prodi  was  the 
originator  of  a plan  to  fund  a 
Commission  job-creation 
programme  by  using  excess 
foreign  exchange  reserves 
held  by  central  banks  after 
the  launch  of  the  euro. 


“Prodi's  plan  is  not  on  the 
agenda  any  longer  but  if  it 
gets  revived  it  could  well 
give  a shot  in  the  arm  to 
economic  activity  in  Europe 
without  damaging  the  fiscal 
position  of  member  states," 
said  Sally  Wilkinson  at 
Daiwa  Europe. 

Hie  June  10-year  German 
bund  future  rose  0.09  points 
to  11&99.  helped  by  a sell-off 
in  European  equities. 

A statement  by  Kerstin 
Hessius,  deputy  governor  of 
the  Swedish  central  bank, 
fuelled  expectations  that  the 
bank  could  cot  interest  rates 
when  it  meets  today.  Mrs 
Hessius  said  Sweden's  repo 
rate  could  fall  below  the 
euro-zone's  without  hurting 
the  Swedish  krona. 


The  10-year  Swedish  bond 
future  rose  0.38  points  to 
11050  in  Stockholm. 

US  Treasuries  were  mixed 
amid  tension  over  planned 
air  strikes  against  Kosovo.  A 
flight  to  safety  at  the  long 
end  of  the  yield  curve  helped 
push  the  80-year  bond  op  % 
to  95$.  sending  the  yield 
down  to  5.536  per  cent. 

However,  shorter-term 
issues  felL  The  10-year  note 
was  down  £ at  96%.  yielding 
5.165  per  cent  and  two-year 
notes  were  unchanged  at 
100,  yielding  4998  per  cent. 

A sharp  fall  in  durable 
goods  orders  was  reported 
yesterday.  Orders  excluding 
the  volatile  transport  sector 
feH  by  a higher-than-expec- 
ted  L7  per  cent  in  February. 


New  international  bond  issues 


Japanese  hanks  launched 
several  asset-backed  securi- 
ties yesterday,  reflecting 
improving  sentiment 
towards  Japanese  credit 

Unique,  the  UK’s  largest 
tied  public  house  group, 
which  Is  owned  by  Nomura, 
issued  a £3 10m  securitised 
bond.  The  bond  securitises 
rental  revenues  from  tenants 
and  profits  made  from  the 
sale  of  beer  to  the  pubs. 

Forest  Funding,  a special 
purpose  vehicle  for  Ifco,  a 
Japanese  finance  company 
issued  $l70m  of  short-dated 
□oa ting-rate  notes  priced  to 
yield  60  basis  points  over 
Libor.  The  issue,  led  by  DKB 
International,  is  backed  by 
loans  made  by  Ifco  to  Japa- 
nese buyers  of  Isuzu  cars. 

Two  telecommunications 
companies  offered  euro-de- 
nominated  bonds.  Portugal 
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Telecom  issued  a €lbn  bond, 
which  was  underwritten  by 
Merrill  Lynch  and  Warburg 
Dillon  Read.  It  was  priced  to 
yield  70  basis  points  over 
German  10-year  bunds. 


Telecom  Argentina,  which 
is  partly  owned  by  Telecom 
Italia  and  France  Telecom, 
became  the  first  Latin  Amer- 
ican corporate  to  borrow  in 
euros. 
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The  five-ytear  €12Sm  issue, 
led  by  J.P.  Morgan  was 
priced  at  80  basis  points 
below  Argentina's  five-year 
bond  and  500  basis  points 
over  OATs. 
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Pakistan 
debt  move 
‘may  lead 
to  default9 

By  Arkady  Ostrovsky 

The  restructuring  of 
Pakistan's  public  debt  to  the 
Paris  Club  of  government 
creditors  could  trigger  a 

default  on  international 
bonds,  according  to  a report 
by  Moody's,  the  interna- 
tional rating  agency. 

The  Paris  Club  told  Pakis- 
tan. to  seek  restructuring  of 
all  commercial  obligations, 
including  international 
bonds,  on  terms  comparable 
with  those  offered  by  itself. 

Romania,  meanwhile,  is 
also  under  pressure  to 
restructure  its  international 
bonds.  The  Paris  Club  and 
the  International  Monetary 
Fund  believe  that  markets 
should  share  the  burden  of 
debt  restructuring  with  tax- 
payers. 

But  Moody's  warns  that 
this  policy  could  trigger 
defaults  on  international 
bonds  and  increase  the  cost 
of  international  bail-outs 
over  the  longer  term. 

“There  is  no  mechanism  at 
present  for  restructuring 
international  bonds  in  an 
orderly  way,”  said  Kristin 
Lindaw,  an  author  of  the 
report.  This  meant  any 
attempt  to  restructure  inter- 
national bonds  effectively 
results  in  a default 

“Our  position  is  that  pro- 
tection of  investors  who  hold 
international  bonds  serves 
the  interest  of  the  issuer,  by 
protecting  their  access  to 
international  capital  mar- 
kets," she  said. 

She  said  the  Paris  Club 
position  on  the  restructuring 
of  international  bonds  was 
inconsistent  with  the  IMF's 
demand  that  Pakistan  raises 
Sl.lbn  from  bond  markets. 

However.  Moody’s  recog- 
nises that  a default  on  some 
international  bonds  may  be 
unavoidable,  as  may  be  the 
case  with  Pakistan. 
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Brazilian 

groups  plan 
bond  issues 


By  John  Barbara  in  S§o  Paulo 


BraziTs  biggest  private  bank, 

its  biggest  mining  company 
and  the  largest  foreign  bank 
based  in  Brazil  are  planning 
international  bond  issues  or 
loans,  marking  the  country's 
return  to  global  markets. 

The  country  bad  been  shut 
out  of  the  markets  since 
Russia's  default  in  August 
Its  exclusion  became  total 
following  January's  40  per 
cent  devaluation  of  the  Real. 

Banco  Bradesco,  the  larg- 
est private  bank,  plans  to 
raise  $l00m  through  a one- 
year  international  bond 
underwritten  by  Merrill 
Lynch.  CompanUa  Vale  do 
Rio  Doce  (CVRD),  the  iron 
ore  mining  giant  bas  man- 
dated NationsBank  to 
arrange  a $50m  loan. 

Citibank’s  Brazilian  arm  is 
getting  ready  to  launch  a 
S50m  to  $75m  six-month 
bond  co-ordinated  by  Citi- 
bank and  its  stablemate 
Salomon  Smith  Barney. 

Jose  Guflhereme  Lemhi  de 
Faria  of  Banco  Bradesco, 
said:  “We  have  felt  a sub- 
stantial improvement  There 
was  a credibility  crisis  and 
although  the  fundamentals 
of  the  market  are  the  same, 
confidence  is  returning." 

Gabriel  Stoliar  at  CVRD, 
said:  “I  do  not  think  Brazil 
risk  had  [deteriorated]  as 
much  as  [market]  volatility 
demonstrated.  Now  the  [pic- 
ture] is  adjusting  more 
quickly  than  expected.” 

Bradesco.  like  CVRD  and 
Citibank  have  decided  not  to 
wait  for  the  government  to 
place  a sovereign  bond, 
which  is  Intended  both  to 
raise  money  for  the  treasury 
and  to  act  as  an  interest  rate 
benchmark  for  international 
lenders  to  Brazil. 
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Businessmen  say  the  atti- 
tude of  the  world’s  financial 
markets  towards  Brazil 
changed  sharply  this  month 
following  the  confirmation 
of  Anninio  Fraga  as  central 
bank  president  and  the  gov- 
ernment's renegotiation  of 

performance  targets  with  the 
IMF. 

q*his  ensured  that  Brazil 
can  continue  drawing  down 
$41.5bn  from  an  interna- 
tional rescue  package.  The 
passage  of  austerity  mea- 
sures through  congress 
helped  boost  international 
confidence  further. 

Bradesco  will  use  the  one 
year  line  to  fund  dollar; 
finked  loans  to  local  compa- 
nies and  fanners.  CVRD  will 
use  its  loan  to  finance  ongo- 
ing Investments.  Mr  Stoliar 
said  a planned  S50Qm  to  $lbn 
securitisation  of  the  compa- 
ny's export  receivables, 
shelved  following  last  year’s 
financial  market  turbulence, 
remains  “in  the  oven"  pend- 
ing a final  decision  on  new 
investments. 

Although  pricing  for  these 
operations  is  stOl  In  its  for- 
mative stages,  yields  have 
moved  up  substantially  since 
these  borrowers  last  tapped 
markets.  Mr  de  Faria  says 
Bradesco's  loan  is  being  pre- 
marketed at  a coupon  range 
of  11-50  to  11.75  per  cent,  sub- 
stantially more  than  previ- 
ously. 

These  operations  should 
pave  the  way  for  other  blue 
chip  and  cash-rich  Brazilian 
borrowers  to  return  to  the 
market.  Most  have  been 
unable  to  roll  over  foreign 
loans  maturing  this  year, 
forcing  them  either  to  pay 
down  loans  or  refinance 
them  at  scorchingly  high 
interest  rates  on  local 
domestic  markets. 
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CURRENCIES  & MONEY 

Nato  bombing  draws  muted  response 


MARKETS  REPORT 
By  Alan  Beattie 


Currency  markets  reacted 
with  relative  calm  to  the 
expected  Nato  bombing  of 
Serbia,  the  main  event  of 
yesterday's  London  trading 
session. 

Rising  tension  in  the 
region  caused  the  Greek 
drachma  and  eastern  Euro- 
pean currencies  to  fall.  But 
analysts  said  the  effect  was 
muted  compared  to  past  epi- 
sodes of  military  action. 

The  euro  was  little 
affected  by  the  day's  events, 
fighting  back  from  an  earlier 
fall  to  climb  against  the  dol- 
lar. And  even  the  widely 
expected  rise  in  the  safe 
haven  Swiss  franc  against 
the  dollar  and  euro  was 
barely  noticeable. 

At  the  end  of  the  London 
session  yesterday  the  Swis- 
sie  was  at  SFrl.458  against 
the  dollar  and  SFrl.592 
against  the  euro,  both  little 
changed  from  Tuesday. 


■ The  fall  in  the  drachma 
was  less  than  might  have 
been  expected  because  of  the 
effect  of  Emu  expectations, 
some  analysts  said. 

“The  big  driving  force  on 
the  drachma's  spot  rate 
recently  has  been  the  expec- 
tation of  entry  into  Euro- 
pean monetary  union  on  the 
forward  rate,"  said  Tony 
NorCeld,  currency  strategist 
at  A BN- Amro  In  London. 
“So  the  tension  over  Kosovo 
has  affected  the  spot  rate 
less  than  might  have  been 
thought,  since  the  forward 
rate  is  being  determined  by 
something  else." 

The  drachma  fell  by  about 
one  per  cent  against  the  euro 
during  London  trading  yes- 
terday. But  without  the  sup- 
port from  possible  future 
Emu  entry  the  fall  could 
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have  been  several  times 
larger.  Mr  Norfield  said. 

The  effect  on  Eastern 
European  currencies  was 
more  severe,  with  the  Czech 
koruna,  Polish  zloty  and 
Hungarian  forint  all  falling 
sharply  against  the  dollar. 

But  with  the  Polish  and 
Czech  economies  suffering 
the  effects  of  sluggish 
growth  In  Europe  and  the 
continuing  uncertainty  to 
the  east,  their  currencies 
were  in  a more  precarious 
position,  analysts  said. 

■ The  star  performer  of  yes- 
terday's London  session  was 
sterling,  which  defied  the 
gloomy  predictions  of  many 
to  power  higher  against  the 
US  dollar. 

The  dollar  had  a poor  day 
against  most  other  large  cur- 
rencies, as  concerns  over 
falls  in  US  equity  prices  out- 
weighed the  safe  haven  sta- 
tus of  the  US  currency. 

But  its  fall  against  the 
pound  was  the  most  marked. 
Sterling,  far  from  showing 


Greek  drachma 

Against  the  euro  (flracfma  per  £) 


321  a 


the  break  down  through  the 
$1.60  level  which  many  have 
predicted,  rose  towards  SI. 65 
yesterday  before  heavy  sell- 
ing forced  it  lower. 

It  closed  at  the  end  of  Lon- 
don trading  at  $1,643  against 
the  dollar  and  £0.G<5  against 
the  euro. 

The  Bank  of  England  was 
suspected  by  many  of  Inter- 
vening to  halt  the  pound's 
rise,  the  Bank’s  monetary 


policy  committee  having 
recently  spoken  of  the  threat 
to  the  economy  if  the  cur- 
rency remains  high. 

But  one  well-placed  trader 
said  a far  more  likely  cause 
of  the  sterling  sales  was  the 
protection  of  a large  option 
with  a $1.65  knock-out. 

Several  reasons  were 
advanced  for  the  initial  rise 
in  sterling.  Reports  of  a pos- 
sible sale  of  the  One-2-One 
mobile  phone  operator  could 
lead  to  an  inflow  of  up  to 
£llbn  into  the  currency.  But 
Mike  Wallace  of  Standard 
and  Poor's  MMS  said  that 
there  had  been  persistent 
rumours  from  the  US  of 
hedge  fund  Interest  in  buy- 
ing sterling. 
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“The  most  convincing 
explanation  is  good  model- 
driven  interest  from  a hedge 
fund,"  Mr  Wallace  said. 

"With  liquidity  In  the  mar- 
ket thin  because  of  the 
uncertainties  over  Kosovo, 
those  large  moves  took  place 
almost  in  a trading  vac- 
uum.” 

He  added  that  the  hedge 
fund  interest  in  buying  the 
pound  was  noted  by  traders 
in  currency  fixtures  in  Chi- 
cago as  early  as  Tuesday. 

Technical  analysts  con- 
firmed that  sterling  had 
looked  a good  buy  in  recent 
days.  “Tuesday’s  move  com- 
pleted the  right  shoulder  of 
an  inverted  head  and  shoul- 
ders top,”  said  Brian  Marber, 
the  independent  technical 
analyst.  “That  signalled  a 
rise  against  the  dollar  and  I 
advised  clients  to  buy.” 

But  Mr  Marber  added  that 
the  declining  three-month 
average  meant  that  sterling 
was  not  invincible  and  posi- 
tions should  be  tightly 
stopped. 
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Brent  retreats  from  almost  $14  a barrel 


MMKTO  REPORT, 

By  Paul  Sdman 

Brent  blend  crude  oil  inched 
close  to  $14  a barrel  yester- 
day lor  the  first  time  in  over 
five  months,  before  retreat- 
ing on  a round  of  profit- 
talcing. 

The  benchmark  May  con- 
tract on  London's  Interna- 
tional Petroleum  Exchange 
spent  much  of  the  day  at 
around  $13.97  as  the  oil  mar- 
ket sbowed  optimism  that 


Tuesday’s  deal  between  lead- 
ing producers  would  bring 
real  cuts  in  output. 

However,  in  late  trading 
Brent  had  fallen  back  to 
$13.50  a barrel,  compared 
with  Tuesday's  close  of 
$13.73. 

The  price  has  risen  40  per 
cent  since  mid-February  on 
expectations  that  this  week's 
meeting  of  the  Organisation 
of  Petroleum  Exporting 
Countries  would  lead  to  a 
concerted  effort  to  curb 
global  oil  production. 


It  has  not  closed  above  $14 
since  early  October,  and  in 
December  it  fell  to  a 12-year 
low  of  under  $10. 

Analysts  remained  cau- 
tious about  whether  Tues- 
day's deal  - which  ratified 
an  earlier  agreement  in  the 
Hague  and  included  mem- 
bers and  non-members  of 
Opec  - would  deliver  the 
promised  production  cuts  of 
2.1m  barrels  a day. 

“It  remains  to  be  seen  how 
much  the  cutbacks  will  be 
and  how  long  they  will  last," 


Mehdi  Varzi  at  Dresdner 
Kleinwort  Benson  said 
yesterday. 

Many  oil  producers  failed 
to  adhere  to  a similar  agree- 
ment last  year  to  cut  2.6m 
barrels  a day. 

“We  should  get  some  indi- 
cation of  whether  the  cuts 
will  stick  by  the  end  of 
April  ” Mr  Varzi  said,  adding 
that  Dresdner  Kleinwort 
Benson  stiU  expected' Brent 
crude  to  average  only  $14  a 
barrel  this  year. 

The  May  crude  contract  on 


the  New  York  Mercantile 
Exchange  also  slipped  back 
yesterday,  trading  at  $1520  a 
barrel  in  the  afternoon 
against  Tuesday's  close  of 
$15.51.  The  Nymex  contract 
has  surged  30  per  cent  in  the 
past  month. 

Base  metals  prices  were 
unable  to  repeat  Tuesday's 
gains,  with  all  but  tin  ending 
lower  and  three-month 
nickel  sliding  $135  to  close  at 
$5,135  a tonne. 

In  other  metals  news,  Aus- 
tralia's largest  gold  mine  at 


Kalgoorlie  returned  to  full 
operation  after  hang  inter- 
rupted by  Cyclone  Vance. 
The  mine  had  been  shut 
down  on  Tuesday  as  a safety 
precaution  because  of  heavy 
rain. 

- Robusta  coffee  prices 
bounced  back  through  $1,500 
a tonne  on  the  London  Inter- 
national Financial  Futures 
and  Options  Exchange,  the 
most  actively  traded  May- 
contract  closing  at  $1,505  a 
tonne  tor  a gain  of  $15  on  the 
day. 
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Newmont  puts  brave  face 
on  Batu  Hijau  prospects 

The  copper  and  gold  mine  is  big  in  every  way  but  price  fails  have 
cast  doubt  on  whether  it  will  make  money,  says  Sander  Thoenes 


Newmont 's  new  Batu 
Hijau  copper  and  gold 
mine  on  an  island  east 
of  Bali  is  big  in  every  way. 
It  is  the  world's  largest  mine 
in  the  making  and  it 
required  initial  capital 
expenditure  of  S1.9bn.  How- 
ever. the  biggest  thing  of  all 
is  the  question  of  whether  or 
not  it  will  make  money. 

The  mine  will  have  a 
starting  capacity  sufficient 
to  process  142.000  tonnes  of 
ore  a day  when  Newmont 
begins  testing  the  mills  in 
September  on  the  island  of 
Sumbawa. 

Rather  than  starting  small 
and  expanding,  as  did  its 
competitor  Freeport  McMo- 
Ran  in  Irian  Jaya.  Newmont 
and  its  equity  partners, 
Sumitomo  Metal  Mining  and 
Mitsubishi  Materials  of 
Japan,  are  starting  big. 

“Scale  was  very  important 
to  get  the  optimum  return 
on  investment."  said  Wayne 
Murdv,  corporate  finance 
officer  at  Newmoqt's  head- 
quarters in  Denver.  “We  can 
design  for  maximum  effi- 
ciency from  the  start." 

Of  the  $1.9bn  up-front  capi- 
tal expenditure,  $lbn  is  in 
loans  from  the  Japanese 
Export  Import  Bank,  the  US 


Export-Import  Bank  and 
KfW.  the  German  develop- 
ment bank,  and  S900m  from 
the  equity  partners. 

Since  the  project  began, 
however,  capper  and  gold 
prices  have  slumped.  Batu 
Hijau.  which  means  green 
stone,  was  planned  assum- 
ing a copper  price  of  $1  a 
pound:  it  is  now  at  62  cents. 

Newmont  has  adjusted  its 
mining  plan  five  times,  lat- 
terly on  the  assumption  of 
an  80  cents  price  that  would 
rise  to  95  cents.  But  a fur- 
ther fall  is  forcing  the  com- 
pany to  think  again.  Ana- 
lysts too  are  reassessing 
Newmont's  ability  to  meet 
its  loan  repayments,  which 
start  in  mid-2001.  or  earlier  if 
the  the  mine  is  up  and  run- 
ning. 

Richard  Ness,  executive 
director  at  the  mine,  calcu- 
lated before  an  audience  of 
Indonesians  earlier  this  year 
that,  at  70  cents  a pound,  the 
mine  would  have  a negative 
return  on  investment  and  a 
net  present  value  of  minus 
Sl.lbn.  Mr  Ness  later  said 
this  calculation  factored  in 
only  price  fluctuations,  not 
the  cost-savings  Batu  Hijau 
was  implementing  or  a drop 
in  smelter  prices. 


“We’re  right  at  the  edge," 
insisted  Mr  Murdy.  also 
using  a 70  cent  price 
assumption.  “We  think  we 
can  make  it.” 

The  mine  holds  420  tonnes 
of  gold  at  a grade  of  0.314 
grammes  a tonne,  and  5.9m 
tonnes  of  copper  at  0.468  per 
cent.  That  is  relatively  low- 
grade  and  sensitive  to  a 
price  slump.  But  the  mine 
promises  a high  recovery 
rate  of  93  per  cent  and  is 
located  only  15km  from  the 
Indian  Ocean,  which  will 
keep  transport  costs  rela- 
tively low. 

Its  copper  cut-off  grade  is 
0.3  per  cent  but  Newmont 
will  not  say  how  much  of  its 
copper  reserve  can  be  pro- 
cessed profitably  at  80  or 
even  70  cents. 

Instead.  Mr  Murdy  says 
the  company  is  focusing  on 
lowering  the  cash  cost, 
which  is  targeted  at  50  to  55 
cents  per  pound  and  could 
have  been  5 to  7 cents  higher 
if  not  for  a series  of  effi- 
ciency measures. 

As  prices  dropped.  New- 
mont opted  to  mine  more 
and  maximise  throughput, 
sacrificing  1 per  cent  of 
recovery  by  raising  process- 
ing from  120,000  tonnes  to 


Batu  Hijau,  or  green  stone,  was  planned  assuming  a copper  price  of  SI  a pound;  it  is  now  at  62  cents 


142,000  tonnes  a day. 

To  ensure  that  the  mine 
meets  its  target  of  cumula- 
tive positive  cash-flow  in  the 
first  five  years,  it  also  opted 
to  stockpile  more  of  the 
lower  grade  ore. 

“We  don't  want  anyone  to 
think  that  stockpiling  means 
we  are  abandoning  the  ore," 
said  Dare  Francisco,  senior 
vice-president  for  interna- 
tional operations.  “The  price 
of  copper  is  going  to  come 
back.  We'll  make  money  on 
that." 

Mr  Ness  said  the  stock- 
piles had  been  relocated 


closer  to  the  pit  to  mlrrimitw 

haulage  charges,  a major 
cost  component  Newmont 
hired  more  expatriates  than 
planned,  with  the  aim  of 
improving  training  to  boost 
productivity.  It  aims  to 
speed  up  replacement  of 
expatriates  with  local  staff 
in  later  years. 

The  company  also  delayed 
construction  of  administra- 
tive offices  and  houses,  as 
well  as  purchases  of  trucks 
and  shovels.  The  rupiah 
devaluation  did  little  to 
reduce  costs,  however,  as 
most  are  in  dollars,  while 


Newmont  bad  agreed  in 
advance  to  pay  market  rates 
for  diesel,  which  is  still  sub- 
sidised in  Indonesia. 

Newmont  assumes  prices 
will  rise,  in  part  because  the 
Asian  economies  should 
recover  and  also  because 
some  mines  will  have  to 
close  or  reduce  output 

“We've  had  some  pleasant 
surprises."  Mr  Ness  said. 
“Our  operators  are  more  pro- 
ductive than  we  expected. 
We’re  below  budget  There 
will  be  a lot  of  mines 
going  out  of  business  before 
we  do.” 


By  TJ.  Tan  in  Koala  Lumpur 

Export  demand  for 
Malaysian  palm  ail  contin- 
ues to  be  subdued,  although 
some  refiners  report  that 
Spain,  Turkey  and  the  UK 
are  showing  interest  in 
increasing  April  and  May 

shipments. 

Recent  sharp -price  falls 
have  made  palm  oil,  which 
trades  at  a premium  to  com- 
peting oils  such  as  soya, 
more  attractive  to  these  buy- 
ers, according  to  the  refin- 
ers. Since  the  start  of  this 
year  the  export  price  of 
refined  palm  - olein  has 
dropped  S150  to  $495  a tonne 
FOB  fbr  nearby  shipment. 

Shipments  in  March  are 
likely  to  total  less  than 
550-000  tonnes,  according  to 
Society  Generate  de  Surveil- 
lance (SGS), an  international 
inspection  and  services  firm, 
pegging  exports  during  the 
first  20  days  of  this  month  at 
4614)00  tonnes. 

Though  higher  than  the 

444.000  tonnes  achieved  in 
February,-  the  March  esti- 
mate is  below  the  year-ago 
level  of  66LOOO  tonnes. 

Helping  exports  in  March 
was  exceptionally  high 
demand  from  China,  where 
processors  are  rushing  to 
fulfil  import  quotas  before 
they  expire  at  the  end  of  the 
month.  They  fear  unused 
quotas  would  not  be  allowed 
to  be  transferred  to  the 
1969-2000  marketing  year. 

China  has  not  yet  set  quo- 
tas for  1999-2000,  but  Malay- 
sian Palm  Oil  Research  Insti- 
tute officials  believe  it  would 
continue  to  permit  imports 
of  l.lm  tonnes. 

There  has  been  talk  that 
the  level  would  be  cut  to 

700.000  because  China  is  try- 
ing to  develop  its  oilseeds 
crushing  and  milling  sector. 
This  month,  sales  to  China 
could  exceed  110,000  tonnes, 
compared  with  45,000  tonnes 
in  February. 


Other  big  buyers  are 
Pakistan,  the  EU  and  India, 
^though  India’s  state-owned 
State  Trading  Corporation 
last  purchased  Malaysian 
palm  oil  more  than  a month 
ago.  when  it  bought  1Z000 
tonnes  of  the  product 

According  to  exporter's, 
private  sector  traders  In 
India  are  likely  to  buy  about 

90.000  and  40,000  tonnes  of 
Malavsian  and  Indonesian 
palm"  oil  respectively  in 
March.  SGS  pegs  Indian  pur- 
chases of  Malaysian  palm  oil 
at  57,000  tonnes  for  the  first 
20  days  of  the  month. 

The  Saudi  Arabian  Vegeta- 
ble Oil  and  Ghee  Company 
and  Egypt's  Migop  arev_ 
reported  to  have  also  bpughfp1* 
large  quantities  of  Malaysian  . 
palm  oiL  The  former  bought 

120.000  tonnes  of  the  May- 
December  contract  and  the 
latter  a similar  amount  for 
shipment  in  May  and  June. 

Concern  that  exports  are 
unremarkable  have  weighed 
on  Malaysian  palm  oil. 
prices,  as  has  the  fact  that 
importers  are  buying  only 
when  necessary  amid  predic- 
tions the  harvest  will' climb 
substantially  ova*  the  next 
few  months. 

Ivan  Wong,  a crop  analyst 
has  predicted  the  harvest  in 
March  will  rise  18  per  cent 
from  February's . 562,000 
tonnes.  This  year.  Malaysian 
production  is  expected  to 
rise  8 per  cent  to  9m  tonne 

However.  Kumpnlan  Guth- 
rie, a leading  grower,  says 
trees  are  recovering  from  the 
El  Nifio  stress  of  last  year 
and  output  would  more 
likely  be  about  8.7m  tonnes. 

Defaults  on  contracts  by 
Orbis,  an  Australian  trading 
firm,  after  customers  In 
India,  Pakistan  and  China 
refused  to  honour  purchases, 
have  also  affected  the  mar- 
ket. As  much  as  30,000 
tonnes  of  palm  oil  of.  the 
AprikJune  contract  may  be 
involved,  say  traders. 


BASE  METALS 

LONDON  METAL  EXCHANGE 

(Prices  tram  Amalgamated  Uteri  Trading) 
■ AUMMUM,  39.7  PURITY  (S  per  mm) 


Ones  1240-1 

Previous  1244-45 

MtflAjw 

m OHdri  1231.5-2.0 

Kart  rinap 

Open  ML  294,456 

Tea  da*r  tunner  95565 

■ ALUWIWM  ALLOT  (S  pw  tome] 

Owe  1111-6 

ftotous  1114-19 

Mgukw 

AM  Offidri  1115-7 

Kerb  doge 

Open  tat  9,211 

Titt  dafljr  banner  2,607 

■ LEAP  |3  per  anna) 

513-4 


3 raft* 

1262-3 
1264-64.5 
126371250 
1 252-2 5 
1256-7 


1136-7 

1135-38 

114071130 

1133-5 

1135-7 


Precious  Metals  continued  GRAINS  AND  OIL  SEEDS 

■ GPU  COMEX  |1(B  Troy  nz.;  Srtroy  mj ■ WHEAT  Uffi  HOP  tonnes,  E per  OTw) 

Sail  Day's  Opsn  Seft  Day’s 

lain  ebaage  High  low  Vol  M price  donga  H^ti  Low  VoJ 

Bar  283.9  -05  283.6  2835  6 - Hay  74.10  -4X40  74.50  7425  101 

Apr  284.1  -OS  285.2  283.7  35,491  55.304  JM  75.75  -050  76.75  75.75  74 

Jon  2B62  -06  287.4  286.1  12,137  51,300  Sc?  7500  -050  - 

Aag  2883  -05  2895  2865  155  9248  Nw  76.75  -050  7750  7675  103 

Od  2902  -0.7  - - 416  1997  Jan  78.75  -050  - 

Dec  292.1  -0.7  2935  2920  449  15,336  Har  80.75  -050  B125  8125  1 

TOW  40,752 174,143  ToW  279 

B PLATWUM  HYMEX  150  Troy  pg.;  Srtror  IttJ  B WHEAT  C8T  B flOthi  mitt  cenMOto  busnaQ 

Apr  37X1  -20  3760  3725  1,620  9,727  Hay  26975  -3.00  278.00  269  00  1928  - 

Jul  3740  -23  3770  3745  1,349  6222  4d  280.00  -2.75  28900  27900  8,097  ! 

Od  375.6  -JL3  3775  3775  5 1,114  Sap  29175  -325  297.50  29000  879 

Total  3,108  1*186  Dee  305.75  -200  3T1O0  30550  1,611 

H PALLADIUM  NYMEX  {100  Ttnr  e;  Srtror  oil  “*  31550  -050  321.0)  31500  33 

— — — — — ToW  14550  I 

357.50  -025  35750  3S750  4 43  - ■aireim  reran 

Jin  35550  -025  35625  35500  67  2,489  " OT  (5500  hi  mft  certaffitt  iMb*  _ 

Sep  35050  -025  35500  355.00  - 209  Hay  22800  -050  230.75  227.00  290351: 

TOW  71  2082  Jd  2342S  -050  23675  23150  11.75811 

■ S8JWER  COWS!  (5000  Troy  ql;  CanMoy  ol)  23900  -0.75  241.75  23650  1085  1 


Previous 

513-4 

513-4 

Bar 

5075 

-35 

509.0 

5085 

94  578 

MgMm 

574/510 

May 

507.5 

-35 

5115 

5865  11,115  39,603 

AM  Official 

508-65 

510-105 

JM 

510.1 

-35 

5135 

5095 

464  16544 

Kerb  dose 

513-4 

Sep 

5115 

-35 

5165 

513.5 

15  3541 

Opsn  K. 

36586 

Dec 

513.2 

-35 

516.0 

514.0 

91  8570 

DM  Italy  turnover 

9.300 

Jan 

512.7 

-35 

516.0 

5185 

14 

■ BCKH.  (S  per  tome) 

ToW 

11519  75562 

Oo» 

Previous 
NghftM 
AM  Official 
Karp  dose 
Open  fm. 

Total  da*  turnover 
H THUS  per  tamai 

Oosa 

Prwota 

itgMmr 

AMOffidtf 

Kerb  dose 

Open  ML 

Total  drib  tunwer 


5130-35 

5260-70 

5190/5075 

5105-10 

5135-40 


5305-10 

5345-50 

5330/5280 

5290-300 

5305-10 


ENERGY 

B CBIlOE  OIL  KYMEX  |1  500  barreta  Sft»refl 

LateU  Day's  Open 

price  change  Mgh  Loir  Itoi  U 
Hay  1520  -031  15-83  15.08  62449  152k 

Am  1527  -023  1523  15.15  26110  93,059 

■W  1527  -025  1673  1520  12.156  47,783 

Ang  1619  -0.17  1658  1610  4245  26146 

Sap  15.13  -0.17  1650  15.12  1277  20,700 

Oct  15.14  -010  15.44  1514  1.174  16799 

ToW  136794583230 

■ CRUDE  OL  !>€  Stare!) 


Sett 

Day’s 

Open 

price  dmgo  Htpi 

lam 

Vol 

M 

May 

74.10 

-0^0  7450 

7425 

101 

1075 

Jt* 

75.75 

-050  76.75 

75.75 

74 

1573 

Sep 

7550 

-050 

- 

- 

178 

Nov 

76  75 

-050  7750 

76.75 

103 

2597 

Jan 

78.75 

-050 

- 

- 

508 

Bar 

Ba75 

-050  81.25 

8125 

1 

83 

ToW 

279 

8714 

H WHEAT  CBT  e500bu  mit  centsffiOb  busM) 

Hay 

26975 

-3.00  278.00  269.00 

1928  42501 

M 

280.00 

-2.75  28950  27950 

8.097  54.115 

Sep 

290.75 

-325  297.50  29050 

879 

6032 

Dec 

305.75 

-250  311.00  30550 

1,611 

11206 

Mar 

31550 

-050  33150  31550 

33 

2,678 

TOW 

14550118,777 

H MAIZE  CBT  ROOT  Du  n*t  certafiW  busM 

Bay 

22850 

-050  230.75  227.00  29535130,963 

M 

234.25 

-050  238.75  23150  11.758106,177 

Sop 

23950 

-0.75  241.75  23850 

1585  34.615 

Doc 

24650 

-0.75  24875  24650 

5539  78 .369 

■or 

253.50 

-050  25550  25350 

1,450  12,191 

Hoy 

ZSI3S 

-050  25800  25750 

133 

1.045 

TOW 

54,182  358656 

H BARLEY  UFFE  (100  bra;  E per  turns) 

Hay 

75.25 

-025 

_ 

_ 

163 

Sop 

73.75 

-055 

- 

- 

35 

Not 

7650 

-025 

_ 

- 

375 

Jan 

7850 

-025 

- 

_ 

20 

Bar 

80.00 

-025 

_ 

_ 

_ 

Total 

- 

593 

SOFTS 

■ COCOA  UFFE  no  terras;  Btenne) 


MEAT  AND  LIVESTOCK 

■ UVE  CATTLE  CME  (40.00QPS  cen&flbs) 


Sea  Day's 
price  donga  Wgh 


om 

am  Yd  U 

806  26  542 

806  1276  46013 
B22  536  16.356 
641  1.579  27522 
867  930  27,033 
839  502  16139 
52C  18320 


Salt  Day’ll 
Price  change  Mgb 

Apr  66625-6775  67.750 

Jm  63250-0225  64-750 

Ang  62225-0525  63.175 

Oct  64.475  -0.175  64.950 

Dac  66200  -0200  66225 

Feb  67200-0250  66100 
ToW 

H LEAN  HOGS  CUE  (4050IMK 


COCOA  CSCE  t10  tonnes:  S/tomed 


Low  Hoi 
66.  ECO  4J62 
63.750  2527 
62275  15SE 
64275  428 
68250  173 
67.900  B1 
9283 
cenaAbsi 


May 

1184 

-3 

1201 

1182  5.138  28776 

Apr 

43525-6400  44950  41450  4.450 

9.447 

Jtf 

1208 

-1 

1225 

1208  1,640  15,139 

Jm 

55450-6250  56700  55.150  1149 

14.882 

SOT 

1232 

+1 

1242 

1232 

208  8591 

JM 

56550-6075  57400  56.150  345 

5272 

Dac 

1267 

- 

1280 

1267 

19  6,060 

Ang 

*.750-0775  57.400  56500  1.098 

4.36S 

Bar 

1303 

- 

1311 

1307 

23  6420 

Od 

54.850*6075  55.150  54.750  552 

5.743 

TOW 

7568  68656 

Doc 

55275  *6125  56450  56100  305 

2987 

■ COCOA  OCCO)  (SDR-stamei 

ToW 

16581 

43JT79 

Ha-  23  Price  Pier,  day 

Dally 94667  92921 

■ COFFEE  UFFE  (5  toms;  Steme) 

um  1680  -30  1729  1891  396  3256 

Hoy  1505  +15  1508  1488  2554  30.499 

JDl  1512  +13  1515  1498  1,718  14,156 

Sep  1522  +14  1517  1510  172  5.755 

Nov  1525  +15  1522  1512  80  1.762 

JM  1523  *13  1520  1515  22  458 

TOW  4342  53380 

B C0FFS  V CSCE  (375000)8:  OKsAsj 


■ PORK  BSUES  OC  (4050OtS  centato) 


Bar 

55000-6350  56700  56000 

15 

68 

Hay 

55  375-6625  57.100  56.Q00  2658 

1323 

JU 

56600-6525  57600  5.750 

365 

1260 

Ang 

54600-6650  58350  55.000 

45 

399 

ToW 

2483 

5JD55 

CROSSWORD 

No.9!947  Set  by  VDCEN 


LONDON  TRADED  OPTIONS 

Strim  price  S tone  — Cafc  — — Put*  ■ 


■ 8QTABEAIB  CUT  ftOMDu  m ft  cents/SOto  Mai*) 

Hay  487.75  -650  502JM  48650  29594  83257 

Jd  49625  -6.50  51050  495.0)  8506  44549 

Aug  488.75  -850  51350  4982  5 363  14,997 

Sip  50025  -6.50  514.00  50000  421  6.757 

Nor  50850  -650  522.50  50750  4334  31,081 

Jm  51850  -6.75  53230  517.M  124  1.42S 

TaW  43349  164336 

■ SOYABEAN  08.  CUT  (BO.OOORK  cents/lb) 


May 

101.90 

+865  10190  101  iB  7285  25.497 

H AUMMUM 

Jd 

10155 

+680  104.40  10190  1.774  9,465 

BSLTW  LME 

May 

Aug 

May 

SOT 

105.35 

♦675  10590  10500  606  5004 

1250  ~ 

37 

Dec 

10685 

-1  15  10700  10650  296  1968 

1300  

IS 

43 

Har 

10660 

+680  108.40  10625  83  054 

1350  — 

8 

27 

ToW 

HUMS  44,711 

H COPPER 

m cOFFtt  (ICO)  (us  ceres/Muns 

Har  23 

Prow,  day 

1450 .... 

37 

79 

53 

Con*.  da*r 

- B6.10  8624 

1500  _ 

20 

56 

85 

15  my  average 68.89 

■ WHITE  SUGAR  UFFE  [50  tomes.  Slow*) 


B 2HC,  medal  Ngir  grade  IS  per  town 

Gpn 

Dayte 

Open 

Qooe 

10415-15 

1055-6 

price  change  M£ 

LlNt 

Vd  tat 

Previous 

1042-43 

1054-55 

Mai 

13.50 

-023 

1802 

13.45  28.705  90201 

ttgMmr 

1055/1045 

Jan 

1154 

-0.17 

14.00 

1149  16897  66401 

AM  Oflfctal 

1034-5 

1047-8 

Jd 

1355 

-0.14 

1196 

13  49 

4.819  26037 

Kait  dose 

1052-3 

Am 

13  S3 

-0.16 

1191 

13-53 

3848  9,709 

Open  un. 

95,528 

Sep 

1355 

-614 

13» 

1155 

900  13.685 

Total  0a*y  nimmr 

18210 

Del 

1155 

-0.14 

13.86 

13-53 

489  6570 

■ COWffl,  grade  A (S  per  tomei 

Taw 

Ota  o/a 

Bar 

19.15 

+628 

1616 

1600 

1542  25 

Hay 

1932 

-05 

1975 

1935  2,469  21.181 

Bay 

1928 

-005 

19.B7 

1925  13,480  44.480 

Ang 

188.1 

-10 

191.1 

187.9  1 280  15259 

Jd 

19.64 

-608 

20.15 

1958 

5,865  32.367 

Od 

187.7 

-0.6 

1905 

1B72 

812  11,990 

Ang 

1983 

-0.04 

2630 

19.7B 

708  9.017 

Dec 

189.7 

- 

1915 

1892 

434  4.838 

Sot 

1928 

-604 

2645 

1938 

1,890  8297 

Mar 

1985 

+15 

1985 

1965 

220  1333 

Oct 

2611 

-605 

2657 

2610 

339  5293 

May 

1995 

+1.3 

300.1 

1995 

166  1.369 

Total 

21856  134331 

Total 

5,156  58^78 

■ SOYABEAN  MEAL  COT  1100  tons,  Stan) 


■ SUGAR  H’  CSCE  <1125001*  centsta) 


0028  1428-9  1456-6.5 

PreWME  1421-22  1449-30 

14601433 

AM  Official  1411-16  14J9-40 

Kern  dose  1-143-fi 

Op®  tat  174334 

Total  <h*r  bmover  7i,95i 

■ USE  Ml  Official  E/S  rain;  13438 

LME  CtoMfl  Sit  rate:  13400 

Spffl:  15409  3 rate  HUM  bnffls  16402  9 sio:  i£4I3 


H wm  GRADE  C0PPB  (COMSt) 


sen 

Day's 

price 

ctango  Mgh 

Lore 

Vol 

Mar 

6550 

- 

65.10 

6190 

667 

Aw 

6550 

- 

64.50 

8455 

404 

Hay 

B5.W 

- 

8550 

64.60  19.777 

Jot 

8605 

- 

6650 

64.ES 

135 

M 

M.« 

- 

6855 

05.55 

1,016 

teg 

66.75 

- 

M.70 

6670 

25 

ToW 

22,797 

PRECIOUS  METALS 

H LOUDON  BULiJOfl  MARKET 
iPrices  totted  by  N M Bottischad) 

GdfltTroym}  S pnee  £ equftr  SFr  emv 

One  2B390-S440 

flowing  29400-28430 

HonWfl  b 394.350  173,747  239626 

Mteramn*  284250  171091  299  708 

Days  Hgti  28450  05.10 

tor  283  GO-28190 

tains  dose  28355-284  OQ 

iMoUn  Bean  Gokllendhg  Ratas  (tfs  USS) 

1 montn .4.3d  6 mantle __.4  09 

2 bmibe  — 42b  12  Runtte j 

3 menus _,..422 

R*  POny  tc.  U5  ds  equh. 

2*  . . 3"®0  509500 

SSrar  Lenring  Rajas 

1 rnmii J.50  6 iwnns _i.is 

zraarns 2-00  12  months  .... 075 

j monro  1 .75 

JUS?  I***  ten uir 

EK*  1T3-175 

Sov&agn  06-70  4^2 


£ SFr  eqtw 


173.747  2S9BJ6 
171091  25?  708 


B «AUNG  OB.  HYMEX  (42500  US  gafc^cAB  gab) 

Latest  Day's  Opsn 

price  change  Mgh  Low  Ysl  tat 
A(»  40.90  -0.76  4230  40^0  12,239  27395 

40.70  -057  42.30  4025  13.079  32574 
Jw  40.70  -052  4255  4045  4.123  21328 

■W  41.10  -052  4250  4030  1,384  16^5 

AUfl  41.70  -0.42  42.9)  4150  1.169  14548 

Sep  42.45  -0.32  4358  4240  1309  8336 

TOW  413B17B532 

B BAS  0ft.  PE  (Sterna) 

&rti  Days  Open 

price  change  Kijjh  Low  W M 

12175  -250  12850  12250  9,447  33560 

Bay  121.75  -150  126J5  12130  9,635  31532 

■*«  I32L25  -250  I26.7S  121.50  5.703  19,320 

Jd  12350  -150  12730  12350  1434  9,431 

Aug  124.75  -150  128.75  125.75  429  6588 

Sep  126.00  -150  12950  128JS  180  7377 

IoW  38500155,119 

B NAHKAL  BAS  F£  (1JDQ  Items  pence  per  ton) 

Aw  9600  +0120  9300  9540  245  3.750 

«*«»  8500  +0.130  9500  9500  50  2360 

■®*  aft  a/a 

B NATURAL  6AS  MOP  fTQJQQ  imBM.,  SATWetl) 

toted  Days  Open 

pica  change  Mgh  Lei  Vd  u 
^ ’-75S  +0.001  1 JB9  1.738  45.451  30,432 

May  1.785  +0.006  1.79S  1 765  17579  35519 

JW  1520+0.005  1530  1500  6.45119.462 

-U  1850-10.004  1560  1540  Z835  17.5G2 

1585+0508  1590  1.870  1^6  14,889 
»P  1520  +0512  1.B25  1 505  2.4S1  16479 

06510287511 


May 

1317 

-25 

137.0 

1321  12814  40542 

May 

647 

-0.13 

675 

5.43  6359  89,837 

Jd 

135.1 

-25 

1385 

134.1 

4560  34,522 

Jd 

553 

-0.11 

554 

630  6433  48564 

Big 

1362 

-2.7 

139.8 

1368 

1,298  11.187 

Od 

5.71 

-0.12 

5 S3 

668  2.168  21470 

sot 

1375 

-25 

141.1 

1375 

496  9516 

Har 

658 

-0.15 

649 

655  437  18577 

Oct 

138.7 

-27 

1415 

1385 

126  4.897 

May 

6 34 

-0.15 

853 

653  12  1196 

Doc 

ToW 

1414 

-Ifi 

1455 

1415 

637  14505 

19541  114598 

Jd 

ToW 

640 

-a  is 

650 

6.60  12  1120 
18580 171250 

1550  

H COFFEE  UFFE 

1550  

1000  

1650  

■ COCOA  UFE 

800  

825 

850  

■ BRENT  CRUDE  PE 

1300  

1350  

IttQ 


May  58 
192  27 

142  14 

92  8 

May  Jd 
31  55 


Mar  Jim 
85 


125  133 

May  Jd 


I 153 
May  Jd 


May  Jim 
20 

40  55 

58 


H POTATOES  UFFE  (20  tonnes;  E per  tonne) 


Aw 

2845 

-29 

285X1 

27&Q 

130 

987 

Bey 

3105 

-65 

31Z0 

309.0 

32 

100 

Jtan 

3205 

-85 

_ 

_ 

Not 

BOO 

- 

_ 

_ 

_ 

_ 

tar 

1205 

- 

_ 

_ 

_ 

_ 

TOW 

182 

1*233 

■ FTCKHT  (HFFDO  UFFE  (SIQTnla  print) 

IBr 

960 

_ 

960 

960 

3 

190 

Apr 

BOO 

+5 

990 

no 

SO 

B91 

May 

970 

- 

960 

960 

10 

97 

Jd 

960 

- 

- 

_ 

_ 

565 

Oct 

990 

-10 

990 

990 

5 

430 

ToW 

Clan 

Prey 

0B 

m 

983 

900 

■ UNLEADED  GASOLENE 

"^Ett42JOOySga(h..cAJSiB^) 
Latest  Day* 

Uric*  change  Mgh  Lair 

A*  47.80  -ill  5030  47.60 

"W  4870  -0J»  5085  4840 

Jm  4920  -0E4  5090  4685 

48.95  -059  50E5  48.90 
«0  4890  -014  49.90  48J0 

»P  47 ES  -047  49,10  47  sn 


4w* 

Mgh  Law  W tat 
50-30  4 7.60  0.483  27.681 
50-85  4840  12JS I 23,96? 
5090  4685  4E65  20.349 
S0E5  48.90  4,281  17.772 
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PULP  AND  PAPER 

H PIRfBt  PMLX  (USS,  24  Nr  my  tons) 

sail  Days  Opw 

price  change  High  tor  Vd  tat 
Jm  462.00  +11.00  482Jn  45100  46  5£ 

B*p  47BJ0 +1175  478.00  471.00  55  76 

ToW  101  670 

FUTURES  DATA 

tB  tutuns  data  aewAta  hr  CMS. 


Nuts  and  seeds  Pricas  from  Kenkto 
London  5 per  mft.  frarion  piatachios  28/ 
30  raw  (In  ?he8)  naL  open  frtxattfr.  crop  96: 
2&13&  M 2600.  FCA  Europe.  2W22  at  3Q0O 
Cffl  MEP.  AB  pricas  suhjsct  aflatodn  pas- 
sage: 80  par  sent  RPPC  goods  passed. 
Turkish  hazahnrta  13^5  and  11/13,  crap 
98  mdfcatfon  3930  CFR  Maricet  decreasing 
slowly.  Indian  cnatiews  crop  98  CFR  from 
top  shippers,  W320  0100.  W24Q  7000. 
Market  met  eased  allghtty  due  slow  produc- 
tion prior  new  crop.  Spot  W320  6300  FCA 
Rotterdam.  US  afcnondi  standard  5 per 
cent  crop  38  at  2600.  lmflcatfon  crop  99  at 
2750  FAS  ior  St-5  per  cere.  Al  FAS. 
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Mar  61.73  -0.2B  61.70  8131  50  2338 

May  6230  -038  6250  6235  98  1,188 

ToW  7350  59382 

■ 0HAW«  JUKE  KTCS  115^0006;  

May  81  30  +030  81.75  80  80  632  1 7,523 

M 82.70  +030  8335  8230  294  S&2 

Sap  8170  +0.45  8330  83.15  72  2341 

Nov  0430  +6.40  8430  84.50  58  1X2 

Jan  8635  4040  8635  8635  135  1241 

Mar  8835  +0.40  - - 5 317 

Total  1JB7  29347 
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LONDON  SPOT  MARKETS 
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1955T 
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9221 p 

*0-25" 
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9954p 
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-7.or 
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£160  00 

+220 
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£12150 
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43J25p 
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ACROSS 

1 This  plant  can  give  some 
trouble,  note  (7) 

5 Old  lad;  getting  fare  pledge 
m 

9 Precocious  youngster 
playing  endlessly  (5) 

10  A number  enter  , new  craft 
and  show  a certain  agility 
01 

11  Soldiers  forcibly  recruited 
might  well  be  subdued  0) 

12  Concerning  the  first  female 
magistrate  (5) 

13  One  doesn’t  have  to  have 
them!  (5) 

15  Very  green,  but  a good 
mixer  (9.1 

18  Veronica  is  fly  - and  quite 
rightly  (9) 

19  Some  of  tbe  local  eighteen- 
year-olds  hang  around  in 
town  (5) 

21  The  twister's  salary  (5) 

23  Issuing  it,  Germans  may 
appear  disconcerted  (9) 

25  Surveys  rail-transport 
when  there’s  complaint 
made  (3-6) 

26  Come  to  a stop,  the  way 
everybody  should  do  (5) 

27  Drawing  of  an  Indian  city 
with  dark  frame  (7) 

28  Taken  from  the  newspapers 
say  (7) 

DOWN 

1 The  swine  with  a club  - a 
chunk  of  metal  (3-4) 

2 Horological  work  to  date 
only  pan  written  (91 

3 He  sees  point  in  backing 
Ireland  \5) 


4 Impudence  that  is  about 
personal  support  for  a 
woman  (9} 

5 Many  study  from  fear  (51 

6 Force  change  after  getting 
accepted  by  division  (9) 

7 There's  cheerfulness  shown 
about  second-rate  plot  of 

land  (5) 

8 Characteristic  consider- 
ation (7) 

14  Drink  provided  for  a bird  in 
a store  display  (4,5) 

16  Having  to  make  a cut  with- 
out queen  suffering  (9) 

17  Dispose  of  oriental  fruit, 
holding  up  brown  one  (9) 

18  Defer  pay-out  if  America 
intervenes  (7) 

20  Debates  about  price-fixing 
(7) 

22  Negotiating  a rise  in  Ger- 
many (5) 

23  Army  sergeant  major  going 
about  his  business?  (5) 

24  A bluff  upstanding  moralist 
<51 

Solution  9,946 
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For  solutions  *3™™*  rail  0906  843  0860. 

cost  60p  a minute. 
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FINANCIAL 


TIMES  THURSDAY  MARCH  25  1999 


Equities  resist  global  pressures  but  close 


LONDON  STOCK  EXCHANGE 

lower 


FTSE  AB-Sbare  index 


Equity  shares  traded 
Turnover  by  «Aime  (mfikn) 


3000- 


erelgn  state  In  its  50-year 

MARKET  REPORT  history  was  more  of  a 

Hv  Peter  John talking  point  than  a genuine 

The  UK  txjutiv  market  had  a lower, 
mountain  to' climb  yester-  European  strategists  Mid 
dav  with  Europe  on  a war  that  while  some  of  the  mar- 
footing.  Pacific  basin  mar-  kets  closer  to  tosovo  were 
kets  gurgling  down  a plug  sold  lower,  and  German* 
hole  and  Wall  Street  off  was  off  2 per  cent  in  early 
more  than  200  points.  trading.  Wall  Street 

It  was  not  surprising  that  remained  the  dominant  fea- 
Footsie  started  the  day  head-  ture. 

ine  smartly  down  the  valley  Equally,  heavy  selling  m 
instead  The  index  was  off  Japan  and  other  far  eastern 
more  than  90  points  and  markets  partly  reflected 
below  fi  000  after  the  first  technical  selling  ahead  of 
hour  of 'trading.  the  financial  year  and  a 

In  fact,  the  prospect  of  political  incident  in  Japa- 
Nato's  first  attack  on  a sov-  nese  waters.  But  the  over- 


riding concern  was  the  slide 
by  the  Dow  Jones  Industrial 
Average  on  Tuesday  night. 

It  looked  as  if  the  trend 
might  continue  ahead  of  the 
FOMC  rate-setting  meeting 
next  Tuesday.  The  Dow  tried 
to  go  higher  during  the  last 
two  hours  of  UK  trading  but 
was  heading  back  into  the 
red  when  London  closed. 
And  after-hours  selling  in 
the  Footsie  future  signalled 
another  weak  start  today. 

Nevertheless.  Footsie 
resisted  the  global  pressure 
as  best  it  could.  It  fought 
back  from  the  lows  through- 
out the  day  and  closed  43.S 
lower  at  6,016.7. 


And  while  the  blue-chip 
index  tends  to  be  sold  more 
heavily  than  the  second-line 
stocks  when  there  is  heavy 
global  pressure,  it  remained 
more  or  less  in  line  with 
them  yesterday.  The  FTSE 
250  fell  40.1  to  5.435.5  while 
the  SmallCap  lost  13.1  at 
2.382.0. 

There  was  continuing  sup- 
port for  P & O following 
Tuesday’s  restructuring 
news  and  signs  that  classic 
defensive  stocks,  such  as 
utilities  and  food  retailers, 
were  back  in  favour. 

And  David  McBain  of  BT 
Alex  Brown  points  out  that 
the  prospect  of  a bumper 


year  for  returns  of  capital  to 
shareholders  is  still  intact 
and  pension  funds  still  have 
an  unusually  large  amount 
of  money  sloshing  around  in 
bank  accounts  earning  very 
little  interest 

“So  far  this  year,  compa- 
nies have  announced  the 
return  of  £10bn  worth  of  cap- 
ital to  their  shareholders 
and  by  the  end  of  the  year 
this  could  amount  to  fSObn." 

That  would  be  double  last 
year's  figure.  Throw  in 
£35bn  for  the  effect  of  cash 
takeovers,  and  even  allowing 
for  rights  issues  and  flota- 
tions, BT  Alex  Brown  esti- 
mates £36bn  will  be  sucked 


out  of  the  UK  market  this 
year. 

For  many  investors,  the 
question  is  when  to  start 
putting  some  of  that  cash 
back  in  and  the  answer  is 
likely  to  be  provided  by  the 
next  base  rate  cut 

Today  the  Confederation 
of  British  Industry  will  pro- 
vide a pointer  with  the  latest 
industrial  trends  survey. 
The  surveys  have  become 
slightly  more  optimistic  over 
the  past  few  months  but  the 
bias  is  expected  to  remain 
pessimistic.  Turnover  by 
6pm  hit  l.23bn  shares  with 
the  balance  back  in  favour  of 
Footsie  stocks. 


Jan  1999 
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Worst  performing  sectors 
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COMPANIES  REPORT 

By  Simon  Bemholt 
and  Joel  Kfoazo 

Food  retailers  rose  in  a 
falling  market  as  dealers 
speculated  that  a big  Euro- 
pean investment  house  was 
poised  to  turn  positive  on 
the  sector. 

There  were  suggestions 
that  ABN  Amro  had  pre- 
pared a sector  review  and 
that  it  was  at  the  publisher's 
last  night. 

ABN  was  unavailable  for 
comment  but  it  might  have 
been  influenced  by  the  stark 
underperforms  nee  of  some 
of  the  leading  companies. 
For  example.  Sainsbury.  the 
second  worst  performer  in 
the  FTSE  100  this  year,  has 
underperformed  the  FTSE 
All-Share  by  27  per  cent. 
Yesterday,  the  shares 
bounced  20  to  390p.  encour- 
aged by  revived  rumours 
that  Ahold  of  the  Nether- 
lands could  be  keen  to  bid. 

Recent  good  figures  from 
Iceland,  unchanged  at 
2S3':p.  and  Morrison,  down 
3'r  to  316' .p.  and  the  14  per 
cent  underperformance  of 
the  sector  in  the  first  quar- 
ter were  all  helping  to  shift 
sentiment. 

Dresdner  Kleimvort  Ben- 
son and  Morgan  Stanley 
Dean  Witter  are  among  bro- 
kers who  have  turned  posi- 


tive on  the  stock  in  the  past 
few  weeks. 

There  was  also  brisk  trade 
of  36m  in  Tesco.  up  4*s  to 
170* =p,  as  traders  digested 
news  of  its  Korean  joint  ven- 
ture. and  30m  in  Asda.  up  2’  i 
to  153'=p. 

The  much-predicted 
restructuring  of  the  UK  tele- 
communications sector 
appeared  to  be  under  way 
with  confirmation  that 
mobile  operator  One-2-One  is 
likely  to  be  put  up  for  sale 
by  joint  owners  Cable  & 
Wireless  and  Media  One,  the 
US  group. 

A statement  from  the  com- 
panies said  they  were 
“exploring  strategic  alterna- 


tives" regarding  their  owner- 
ship of  One-2-One.  The  two 
possible  routes  to  disposal 
being  considered  were  “an 
initial  public  offering  or  a 
potential  strategic  sale  of  all 
or  part  of  the  company”. 

The  news  helped  C&W 
jump  12'  i to  743p,  in  trade  of 
10m.  with  dealers  predicting 
a sale  price  of  between  £6bn 
and  £llbn  for  the  cellular 
company. 

C&W  appointed  Merrill 
Lynch  to  advise  on  the  sale 
while  Lehman  Brothers  will 
act  Tor  MediaOne. 

Last  year  C&W  indicated  it 
was  committed  to  spending 
Slbn  over  five  years  to  main- 
tain and  expand  tbe  internet 
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Scute-  Osaseewm* 

business  it  acquired  from  US 
group  MCI  which  later 
merged  with  WorldCom. 

If  floated.  One-2-One  would 
be  expected  to  join  the  grow- 
ing b'st  of  FTSE  100  telecom 
constituents. 

Commerzbank  has  turned 
more  positive  on  the  stock 
shifting  its  recommendation 
from  "sell'’  to  ''hold". 

It  says:  “Hating  fallen  to 
21  per  cent  below  our  esti- 
mated sum  of  the  parts  of 
89Sp.  it’s  clearly  better 
underpinned  on  fundamen- 
tals." 

In  the  rest  of  the  sector. 
Securicor.  the  subject  of 
recent  broker  recommenda- 
tions continued  to  move 
ahead.  The  shares  gained 
another  G':  to  579"  sp.  while 
Vodafone,  the  UK’S  bicyest 
mobile  operator,  declined  7 
to  £W.2i  with  I4m  dealt. 

Profit-taking  in  building 
and  home  improvements 
products  manufacturer 
Caradon  made  it  the  worst 
performer  in  the  FTSE  250 
after  it  announced  the  dis- 
posal of  Its  UK  steel  lintels 
business  to  British  Steel  for 
£13.6ra.  Shares  in  the  former 
closed  9'^  off  at  127' .-p  while 
those  of  the  latter  eased  ' . to 
124p. 


mwlwmiit 


A two-way  pull  in  engi- 
neering group  LncasVarlty, 
currently  in  the  middle  of  an 
agreed  bid  from  TRW  or  the 
US.  left  tbe  shares 
unchanged  at  2S6p. 

The  group  reports  figures 
today  but  dealers  indicated 
investors  were  unlikely  to 
pay  too  much  attention  to 
the  actual  numbers  and  will 
instead  be  looking  to  see  the 
impact  of  the  General 
Motors  strike  on  auto  com- 
ponent suppliers. 

BT  Ales  Brown  expects  a 5 
per  cent  advance  in  profits 
to  £346  m. 

The  bid  will  see  LucasVar- 
ity  drop  out  of  the  FTSE  100 
and  attention  has  already 
turned  to  its  possible 
replacement.  The  list  of  pos- 
sible candidates  includes 
information  technology  com- 
pany Serna  Group  which 
rose  9 to  SS9:ap.  and  health- 
care group  Nycomed  Amer- 
sham.  S' off  at  4S5p. 

Fans  of  WH  Smith  could 
hardly  conceal  their  glee  at 
the  news  that  the  high  street 
retailer  is  to  launch  a free 
internet  service  with  the 
support  of  British  Telecom- 
munications and  US  giant 
Microsoft.  Investors  sent  the 
shares  up  67'  * or  11.4  per 
cent  to  657*  sp.  a new  record 
for  the  stock  and  the  best 
performance  on  the  FTSE 
250  yesterday. 

The  company  said  it  was 
to  offer  a "fully-fledged  por- 
tal with  free  net  access  and  a 
wide  range  of  education  and 
entertainment  content”. 

The  news  was  a blow  to  Dix- 
ons whose  shares  have  been 


powered  over  the  last  few 
months  by  Freeserve,  its  free 
internet  service.  The  shares 
hit  an  all-time  high  on  Mon- 
day but  yesterday’s  retreat 
saw  them  relinquish  113  or 
3-36  per  cent  to  £1039.  the 
worst  performer  in  the  FTSE 
100.  BT  fell  21  to  9S3p. 

Broker  recommendations 
helped  to  boost  airports 
operator  BAA.  The  shares 
ended  33  ahead  at  675p  as 
analysts  pointed  to  the  posi- 
tive outlook  for  the  group 
following  a meeting  with  the 
company  on  Tuesday. 

Dresdner  Kleinwort  Ben- 
son reiterated  its  positive 
stance  while  Credit  Lyonnais 
was  reported  to  have  turned 
buyer  having  previously 
advised  clients  to  sell  the 
shares. 

The  market  continued  to 
celebrate  P&O's  plans  to 
refocus  its  activities  with  a 
£2bn  disposal  programme. 
The  shares  were  again  the 
best  performers  in  the  FTSE 
100.  appreciating  56.  or  6.5 
per  cent,  to  916:  <p. 

The  long-awaited  consoli- 
dation among  UK  casino 
operators  moved  a step 
closer  as  Stanley  Leisure,  up 
10'  : to  294p.  offered  SOp  a 
share  for  Capital  Corpora- 
tion. up  S'-=  to  75p.  Capital, 
whose  shares  have  fallen 
from  a high  of  245p  in  1995. 
announced  last  October  it 
had  received  a number  of  bid 
approaches. 

The  deal  between  PPL 
Therapeutics  and  Smith  & 
Nephew,  up  5?i  to  lM’ip. 
over  the  former’s  wound 
care  technology  helped  the 
shares  rise  5 to  !12‘:p. 

KS  Biomedix.  which 
announced  the  development 
of  14  antibodies  for  certain 
breast  and  lung  cancers, 
rose  6's  to  3221  *p. 

Biotech  software  prorider 
Oxford  Molecular  rose  7 to 
41p  after  a “buy”  note  from 
Townsley.  Aim-quoted  bio- 
tech stock  Stanford  Rook 
rose  5 to  176p  after  predict- 
ing at  least  one  significant 
licence  agreement  this  year 
at  the  results  meeting. 


FUTURES  AND  OPTIONS 


■ FTSE  100  OBEX  FUTURES  ftjFFQ  £10  per  It*  mta  pood 


Jisi 

S«J 

Dec 


Open 

E03C.fi 


Seam* 

60440 

60880 

61310 


Change 

-560 

-560 

-56.0 


Htch 

60750 


line 

6005.0 


Efit  no I Open  nt 

34591  1881 80 

0 3873 

0 0 


■ FEE  250  DOEX  FUTURES  (UHi)  £10  per  Ml  mdei  port 


5437  0 


-400 


■ FTSE  1Q0  HOE?  OPim  (UfF0  r60T6  ) £70  pa  lull  tatter  point 


7380 


Mar24  . 


5850  5900  5950  5098  SHQ  6100  6150  6200 

CPCPCPCPCPCPCPCP 
Apt  357  £S  23  1(C  108*1  1Z1  ffiK  142  131 V,  163S  HOT*  191  86  OT-  65  251 

lin  355--*  187  324  :26  S&!  W 275  229*?  745  199  2KPi  176  295*  IS1*  32Tl 

431  S7-  239  ST  30C*  273  333  289%  299  3D  2ffl*  329  MVr  355  ZZSS  2824 

SS  47T*i  3£  447  23r  416  385  324b  Ws  S44V  326  365  2BVi  390  278  41Bfc 

GB--1  477V  63W513T7  574  SO  512V,  593 

zta  tsr  fja  vote 

■ auto  snu  ftse  up  obex  renoa  aara  eio  per  an  man  pom ua  a 

5875  PP4  6075  6125  6T7S  6225  BZ75  6325 

Jtpr  2B8c  Ts  233  199^  T1Q  TO  IS  Ml  Ij!  115h1W  92?,  207  M 233* 

!*?  3G8-I  tsT;  334--*  183--;  302  1S8  270  216  2«V»DS’t  214  280  18855  2*41  U4V,  310* 

.V  *43  4Q3  23  3704  252  3384  27V»»  3VRt  29V-;  282  312*2951*3354  Z»  398 

3e  £C2  3*e  538  377  4354  414  4294456b 

Der  724  434  6614  €7  8024  W 504  SK 

ZsZi  i ZF  >J3  7 731  * .Ttofynj  nu  rate,  “remims  Cnm  are  tnsed  CD  MlBiitU  0TCES 
* ras 


LONDON  RECENT  ISSUES:  EQUITIES 


7**| 

IX. 

«S  199VS 

£r  1 K'*ft  Lew  Stock 

Ctese 

erta 

0 

♦/- 

N a 

dh. 

Dn. 

cor. 

&S  P/E 

Hd  tid 

3 

5:-  v 

•■•X’  23?: 

22=  4*=  C=s 

267-« 

-5 

* 

_ 

_ 

- 7= 

2:3  ICO 

97*  EG  Eracaram  3 

TOO 

. 

. 

- F? 

■ti  sSt 

3=t  tec7»n=ssma 

s:- 

- 

- 

- V 

2=2  37- 

3 CtfWrts 

27: 

- 

:: 

"2  TSfi 

99  Enaraed  Zen  re 

120 

. 

_ 

- =3 

E 

7 60s  rrcetss 

7.7 

. 

_ 

s =? 

^7  ■jl’t 

95'-7 

102S 

K72 

70  - 

1C  7 757 

iOt't  So  >0  W 

707 

*1 

5 

54:  !W : 

34  insafcasaw 

94 

-1 

HT.5 

100  - 

- t? 

- 

ua:  Do  2ac  cn  pa 

ICO'- 

- 

- 

? rr 

47.7  1317-7 

M'i  JcffirEenanred 

ICO 

. 

> 

47J:  r.a 

iCj1*  2b  2era  Sn  ?rl 

1C6* 

_ 

FP 

- an 

245  tnoa  aaara 

250 

- 

- 

- r? 

1115 

63  m cune  cas  rH 

75'.  • 

♦*i 

- 

- 

- '7. 

ZEZ  SCt 

53'-  Mteeftrttai 

G2M 

-■v 

- 

- 

- r? 

s:?i  -JZ-. 

*5'*: 

252 

_ 

- 

• 

- 

- 

IDOKscTjSnia?; 

101>. 

, 

. 

_ s: 

- 192 

165  ttray  Sa  !ft  La 

186*7 

-T 

- 

_ 

- ” 

- 190 

1S5  ttora*  Sm  Uk  2 

1B6 

-r- 

_ 

- 7=. 

sj3  "tFi 

13T-7  raSACaato 

110 

V- 

- 112 

* v. 

!7-  IS 

Sr  fSpciBbtenc 

ia-7 

-« 

- 

?? 

- 145 

*.  SjISSj 

1»ii 

-s 

- 

-.349 

fiensr*  rmsres  vjt*si  § Kfcrq  ptu. ' taaxun.  F 11U  apfasocn  m a9  otto  uniik  joe* 

FTSE  WIQ  MINES  INDEX 


Mar  % chfl 

Mar  Year 

Ikon  «flr 

Total 

52  not 

23  m day 

22  ago 

jfcM  % 

lakuu 

«Sfc 

Low 

Geld  ***'i  i Moo  [25) 

HfelS  -120 

90052  T057JB 

2JK 

90151 

135157 

70158 

■ Rested  taEce* 

At* 3 ;i 

5S3JH  -0.14 

99l.<5  955.12 

4.14 

Idiom 

1488  04 

785JB 

fil£z!ZS2  -S' 

1120.42  -aiE 

112127  1285  44 

185 

1134m 

1600.53 

81553 

kTvsas  “i* 

827  90  -155 

8406  107121 

058 

831  xn 

13174T 

5*769 

Zacrpz  =73=  Ug.  ^a»j|  LnteJ  1993.  M npz  BSBiwJ.  Ffam  DMKSMiun  of  ampartei 
2=ss  iS  3rin.  3 m acr  IPOD  00  31.1192  T ftrta 


European 

Community 

Newspaper. 


li|^guJ^c|i6e}foiv;;a,year  and  receive  4 weeks  extra-  free 


bvsiness  people  '•«.  Europe  read  the  FT  than  ever  befor^  They 
?^?ep-th  anc!  breadth  of  its  coverage  of  European  news  and  depend- orv  ■ 
£l*V*vT  ji  FTs  unrivalled  tracking  of  the  effe^s  of  the  euro.  •*'  ; 

^rom  additional  savings,  subscribe  now,  and  save  on  the  newstari^ priced 
WM-  873  4?00  F«:  +44- 171.873  3428  or  email:  FTE.subs@FT.com • 

.F I NANC  I AL  TIMES  ' ? 

'2-  ■■  No  FT,  no  comment. -'-J 

sh 


I tcecic  ifRji  >n  p u-Sjotkj.v  t 

^aretr 

idlcti 

fiancJ- ! 

nstrtufel' 

Of-iAcbM 

ies- 

Th 

e Ul 

K St 

?ries  1 

L aig 

Da»s 

axe 

E 502 

Year 

5ras3 

rto 

He! 

RE 

id  at 

TaM 

ttar:* 

rtgrt 

hds> 

Mar3 

aga 

usds 

ISA 

cow 

rao 

T«i 

Horn 

FTSE  TOO 

6016.7 

-0.7 

7050  4 

60608 

£567.8 

157 

131 

195 

2490 

45.72 

2683.77 

FTSE  250 

54KJ 

-0.7 

6389^ 

54758 

5544  4 

116 

2SS 

107 

19.12 

35.1C 

238024 

FTSE  250  ax  Inr  Tr 

54902 

-0.7 

6433.4 

5529.4 

5580/ 

327 

296 

2.14 

1756 

3S.7B 

241501 

FTSE  350 

28761 

-0.7 

33701 

2897. 1 

28688 

167 

140 

197 

23.73 

2153 

2K193 

FTSE  350  ax  far  Tr 

28825 

-0.7 

33778 

29034 

2872.1 

258 

141 

193 

2350 

2151 

134892 

FTSE  350  Mgtw  ffoM 

27719 

-OJ 

3248.1 

27939 

28518 

158 

319 

194 

1694 

2597 

217353 

FTSE  350  Low  VWd 

29792 

-0.7 

3491  .C 

29998 

29ti4  0 

171 

158 

2JG 

3112 

1792 

2193.52 

FTSE  SmaBCap 

238158 

-05 

2791.19 

2395.10 

2626.15 

3.43 

294 

2.07 

1755 

1350 

211029 

F7SE  SnnKCap  w Inr  Tr 

2357 .W 

-0J 

27K3.73 

2W985 

26I7J2 

3.62 

3.13 

2.19 

15.76 

111? 

211040 

FTSE  Aa-SJUBO 

27B7.6G 

-0.7 

326687 

2807  76 

2795m 

170 

142 

198 

2354 

20.44 

257911 

FTSE  AfrShae  ex  In*  Tr 

2797 A4 

-0.7 

3278-26 

2817  65 

2802J6 

172 

144 

100 

2352 

20.86 

133191 

Fra  Ftodgftng 

128971 

-06 

151188 

129781 

1414.27 

167 

107 

U4 

25.4S 

656 

K5S51 

FTSE  Radgfing  ax  bn  Tr 

130181 

-0.6 

1527.80 

131184 

1433.42 

4.17 

350 

158 

n.a 

654 

1484.18 

FTSE  M-SmaB 

1347.46 

-Oil 

157894 

7355  09 

1483.96 

3 4-3 

2 97 

1.91 

1856 

741 

152798 

FTSE  AB-Sreatt  « tor  Tr 

1359.25 

-OJ 

1550.76 

1366.33 

1505.74 

173 

3J30 

101 

1656 

7.48 

155397 

FTSE  AM 

8509 

-0  A 

997.1 

8543 

1058.7 

119 

168  30.001 

0.12 

153 

79395 

■ FTSE  Actuaries  Industry  Sectors 

EMg 

OU-t 

Euo 

fSdg 

Y0« 

Grass 

Ha 

Mel 

WE 

XU  4 

Tad 

Mar  24 

chflA 

wo 

■far  3 

Op 

y toft 

yttft 

COW 

tnHo 

*U 

Return 

10  RESOURCEStlS) 

45&4JK 

-0.6 

537187 

461394 

47M.47 

303 

273 

1.16 

35.43 

2699 

215355 

13  Enracme  MttsriesiS) 

3333.31 

*3.1 

390596 

323484 

3145.42 

182 

357 

102 

16  51 

B9.75 

1099  72 

IS  on  megrattdOl 

531175 

-0.9 

6236.02 

5370  91 

5264.69 

100 

25B 

1 09 

38.16 

2350 

258650 

16  Oil  Enpionatan  & Piw«9t 

1608  89 

-31 

1885 29 

1660.62 

3348.32 

164 

158 

£ 

797 

101205 

20  GEN  0nUSTMA15(1B8) 

iwom 

-IJ) 

2297.87 

1980.19 

224785 

150 

120 

140 

1458 

18.66 

1185.15 

21  Con5Jnmtar(37) 

1491  m 

-08 

1748.15 

1503.36 

1658-30 

327 

188 

358 

1153 

iaio 

136324 

22  BuUhs  Matte  & UurcnsC® 

1784.30 

+0  2 

209084 

1781.58 

191183 

4.09 

3.74 

233 

13.70 

556 

99630 

23  Owrato*3i20) 

2003.13 

-0.4 

2347.26 

201195 

283585 

4.7B 

458 

158 

1650 

4753 

106759 

24  Dreenalted  m*trtaK<4) 

1041.92 

-01 

1220.92 

1044.33 

148284 

8J9 

555 

1.08 

lfH5 

526 

66401 

25  Etedrant  6 Bed  EqiJpi2Sl 

301850 

-1  9 

353707 

307120 

2541.19 

140 

108 

IDS 

2497 

1891 

1703.15 

26  EhgtnwrtngKH 

238101 

-1.2 

279124 

2410.10 

305182 

147 

360 

143 

1450 

2091 

1581  72 

27  EngnKwmg.  VetodesOi 

435854 

-1.4 

5107.44 

442286 

3981.12 

109 

194 

4.48 

1358 

34.12 

2447.11 

28  Paua  Pdn  & PrirarwIT) 

175ai7 

-08 

205084 

1754.39 

2247.62 

608 

5.40 

JB 

912 

37  4S 

82619 

JO  CQNSUI0  GOODS  (S3) 

5726.38 

-08 

671015 

5760.47 

5647.75 

132 

222 

191 

2810 

44.07 

2307.37 

J2  Alcuhofc  Beveragearfi) 

3Si4  14 

-16 

411795 

3608.76 

3668  76 

110 

368 

253 

1751 

47.14 

143719 

33  Food  ProducsrsCK) 

327057 

-08 

383145 

327614 

3902  83 

2.77 

256 

110 

1145 

20.43 

161257 

34  HoucehoM  unA  & TodslTJI 

T939S4 

-1  4 

227122 

196790 

3434.87 

123 

494 

158 

1450 

3413 

847.11 

36  He-alUi  Caef14l 

2488m 

+OJ 

291613 

2481  56 

235855 

112 

195 

211 

2853 

145 

160889 

37  HunnacEidi2fc<?1) 

1040911 

-0J  12197.48  10444.14 

934317 

169 

153 

1.78 

41.46 

71.49 

3775.71 

38  TotiarcoO) 

6754  83 

+01 

791599 

674581 

515099 

4.73 

444 

146 

1858 

4350 

193793 

40  SStnCES(283) 

375105 

-08 

4397.81 

3788.56 

340101 

121 

159 

115 

2617 

11.80 

2094.48 

41  DtSBtxitDlSiSS) 

1965.75 

+08 

230146 

1955.50 

2789.71 

4.43 

196 

206 

1170 

1292 

794.11 

42  Lmxe  & Hoteta(3l] 

3719.07 

-14 

435799 

3809  21 

397157 

256 

112 

3.03 

17.49 

33.72 

214556 

43  M«Sa44) 

5098.72 

-0.9 

5974.67 

5145.46 

4460.41 

ISC? 

1.78 

230 

10.38 

34.39 

196158 

44  ftetaiterL  Foor813) 

2551.08 

+13 

238985 

2493  08 

307911 

358 

188 

117 

1608 

457 

1762.35 

45  Realteri  6enad(4l) 

227483 

-2.0 

2065  64 

2320.70 

245450 

324 

257 

110 

16.36 

6.15 

14T1A9 

46  TelK0mrriuntC3)WBt9) 

5716.76 

-1.4 

66988B 

57KB3 

3748.71 

152 

114 

153 

50.47 

45T 

4 » Breweries.  PUbe  & RosUSO 

3709.17 

-12 

*346.40 

3754  89 

4296.51 

359 

176 

250 

16.74 

1690 

1933.83 

48  Support  SerttoaKi 

5064 i5 

-1.3 

5834.27 

6130.16 

488083 

1.21 

1.10 

292 

3549 

594 

335904 

49  Trarsoorti29) 

3634.88 

+09 

4K9.I1 

360181 

347135 

179 

148 

107 

2156 

184813 

60  imUTK(2lfl 

3791  Ba 

4-1.1 

4443.05 

375184 

385165 

4.09 

3.S5 

104 

1659 

1151 

1&SD.13 

62  EledrtCHYl7) 

4200.07 

-0.1 

492182 

420580 

4239.13 

459 

350 

151 

2055 

954 

251454 

64  Gas  OutrituMda 

3129m 

+10 

3667.71 

303887 

2905.55 

102 

1.79 

ITT 

79  V> 

0.00 

182*48 

68  Wfltflflll! 

311363 

+1J 

364854 

3074.88 

350152 

5.39 

497 

255 

957 

24.10 

1B7755 

69  IKH-FMANOAISfi82} 

2825.47 

-0.7 

331D88 

2844.SS 

2762.99 

265 

137 

1.94 

2426 

1552 

234411 

70  FBU»UUS(120) 

543778 

-08 

637195 

5480.79 

58*9.62 

192 

2.94 

214 

1996 

71.82 

2579  90 

71  Baite,  RetiiH13 

8457.75 

-08 

9910.70 

8523.03 

8503  J2 

190 

159 

222 

»930  12957 

304544 

73  WirtiiMiM 

2216.48 

-1.0 

259716 

223989 

2706  82 

11a 

195 

114 

1853 

2954 

188108 

•4  LIIb  Axaranc«i8> 

6508^7 

-0.6 

7627.19 

8544.54 

7667.65 

251 

177 

198 

11.73 

6550 

2902.77 

77  Other  Fbrandal|32) 

431 1 J!l 

-09 

5051  86 

4350.06 

4752 JB 

147 

2.16 

258 

24  4Q 

2aa? 

267515 

79  PropBWffi 

1886.64 

-09 

2210.76 

190328 

236757 

355 

292 

1.71 

ntff 

9 .« 

126155 

B0  KVESTMHfT  TWKTSfllBJ 

377B.49 

-09 

442782 

301385 

3S62S2 

12\ 

1.06 

1.17 

4857 

"4U7 

1397.44 

89  FTSE  KSSbrnmn 

2787.G6 

-0.7 

3266.57 

2807.76 

2795.85 

2.70 

142 

198 

2354 

20.44 

257921 

105  FTSE  Afi-Sharr  ex  to*  1Vf712) 

2797^4 

-07 

327826 

281785 

380128 

172 

144 

100 

23.02 

arse 

133191 

hfonrumn  Technotapr 

179130 

-1.3 

2101.38 

1816.40 

1477 57 

0.51 

145 

<94 

<958 

154 

1804.40 

■ Hourly  movements 

am 

— 

iaoo  11.00 

1290 

1X00 

14.00 

1560 

1&10 

MBWtiay  Lm/day 

TRADING  VOLUME 


Major  Stocks  yesterday. 
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56  50%  Beam  PI 
17%  rAtowa 
10%  4%  BnJ|f 
E%  2211  Hi  M» 

3*,'.  lOABnflW*, 
J9*j  lO%Bnminr 
■8  3%  BTOun  5 
69*2  a sort*  1 
C75  2d]l  suit  h n. 
10%  9A  Unuh  • 

7%  t’j  BU»om  1 
9ii  91*  BUntTa . 
51%  35%Bo»i 
Jl%  18J2BKW4J 
12,1  ;%BkcCUA 
12  4%Buro« 

aft  3]' KM ■ 

56%  29%  Boon, 

48%  Z%eom; 

4%  OABcnotCn 
3%  2S  ha  on 
47%  a%B«5cl 
60lj  SIA  Boror , 
101,1  ftBPAmoeAi 
22'2  SIlBrtfFoai 

56%  33“BroSl. 

30*1)  HMUciW 
ffl  «<%  MIA 
H4%  53%Brta» 

16%  *,1  BP  Pn*Mi> 
78,'i  MftBStol 
>»l%  19,'.  BT 
V 

■b  51;  ftrmSl, 

71  48En|VHi 
77%  sil&rfmfi, 
79ft  26%  Brfa,  1 
B%  jj'BflT 
S.1  12  tan* 

x lOftBndioui 
31  3V  BuNtrn 
3%  11%  ButtojeTd* 
aft  OdsBntW 


025  25  11  8)  9 9 

285  *5  1J292  Hft  63%  6# 

1 10  47  13  379  2*  HA  2M 

374  IX  1B%  M%  1I»I 

011  08  1910886  40  39ft  3H 

X 16973  31,1  29%  3 

056  17  a 7712  56ft  53jJ  55.1 

II  2461  16  15%  15* 

13  *84  25%  25%  25.1 

OX  17  11  685  17A  35%  35)4 

07!  76  *3  8218  4M  44%  44%  -1% 

OX  38  50  13%  13%  13% 

17  603  *A  *A  4S  J, 


1 a 10  5,1 

i 381  15 

I 24847  23% 
I 16  466  19,* 
I 47  B33  45% 

I 21  IOB  5*A 
X 532  all 
I 12  4017  25% 

2016874  64% 

i >2  854  I4}3 
I 275  13% 
IS  a 28% 
09  5740  18,1 
I H 280  30A 

1 ausn  37% 
aio  14% 

1 2230128  70 

1 181980  *4% 
5066  87% 

I 10  499  16ft 

1 15  r lu 

1 11  2816  55 

9 177  18% 
17  1268  290 
\ S1057E  Uft 
8 161  9ft 
5017  3% 

30S5  62,1 
’ El  8971  68% 

1 31  18*1  38A 
27  4679  «% 

I 77  Mft 
250  7ft 
10  8ft 
12  6547  44% 

> 35  60E  42ft 
*020019  *0% 

: 11  255  16 

77  aim  53A 
a 11% 
Z«37  c 

32  2503  17% 
16  889  34% 
19  59  35ft 
7 2«  5 

a 3 75200 
27  nn  2*88 
00  7B  10% 
482253*  47% 
3 719*  48% 
52 


22%  32% 
19%  19A 
43%  45% 
24%  24A 
S%  23% 

a** 


sf  S 

'4$ 
a a 
618%  18% 
110  III 


NEW  YORK  STOCK  EXCHANGE  PRICES 


n _ 


??£  W. 


OJ*  20  12  1487  W%  15%  W% 

U U m 54%  53% 

71805  56fl  55  SM 

060  15  11  80  1$  J,7 

060  11  3317380  47ft  46r.  *7A 

0.40  *5  * 409  9ft  9%  9% 

056  22  15  123  26%  25%  S5% 

6 29  15%  J5  W 

0J8  II  8 1111  31%  31%  31ft 

090  108  9 3W  *4  5? 

061  #5  101  7j5  7%  7% 

ia,u  a *s  i s $ 

X2tn  a|  34% 

X 1015  1*5  14%  14j* 

Ha  a 1 is  aa  *j> 

3817  1S%  15ft  l» 

ok  u 8 i4t  a%  ig  a 

m 1E31  78%  17%  78 

1J»  IS  a 1352  M5  oz^  B% 

456  12%  12?.  W. 

QJB  15  16  im  57ft  S7>.  57i« 

B 78B  39%  38%  » 

080  10  1*  *989  81%  80,i 

S 9*2  36%  Xi  »4 
MS  15  M 5*32  2ft  Sift  5$ 

004  0£  B 3(16  irk  Wi  li* 

1 m ifi  15  310  Ift  ]C  ia? 

UB  21  13  IOT  X%  Mb 

164  111  1!  « 17,.  1S|»  “ 2 

1312  87*2  8^4  87; 

950  an  23»  a%  ab  o% 

B 2210  *7%  45%  *7% 


33!i 

Mfl  Sft 

% it 
moo  73500 

2430  MB 
10%  10% 
45%  *5% 
47%  46% 


1*52  5% 

si  a 
32  115*  a 

67  1G1B  73% 
IS  3tt 
ino  53% 
IB  20  21 H 
*8  90 

461  eV 

323  «i 
a 1*31  4*!i 
16  525  27,1 
2B5  9S 
10  157  5% 

IB*  4% 
297771D  34  Jj 
2191  X% 
95  *57  312 

3«2  7ft 
11782  W 
1 Tim  *1% 
a 1352*  98% 
368  12% 
13  1071  22% 
814  3% 

12  714  50% 

21  53B3  25% 

373673*  60 

8 *C  67 
3 mo  j 

10116K  aft 

TO  192  ,«5 

9 209  11% 
<8*  » 

n 22  55,1 

a 333  59% 
197,556  X% 
5 17  «IJ 

10  3X9  18% 

67  15 

13  191  27% 
9 1814  HA 


OH  IMBKt 

28ft  10%  M Goal 
36ft  Z5%0a*« 
*9%  3,;  BurtRa  *. 
15% 


m.  n M 

A s e mi  m IM 

002  02  8 685  11%  lift 

048  L5  1310812  33ft  31% 

OSS  14  I6U2  *h  39? 

1 105101  23  SH  10%  10ft 

■ IE  10  26%  26ft 

1 050  24  5 7 23n  23ra 


Ngft  LmM 

m 

13%  24  . 

16  9&Em|G 
07,'.  54ft  B9S1 
X 18%EimO 


1 Bw  las  Odok  1 
! <a  46%  47ft 
I 85%  85*8 

I llg  11%  11% 

1 179%  114%  119ft  ■ 

I 11%  lift 


4jJl  IB%CW1V 
50%  3S%  OCEn 
S3A  33  C*  Fin 
2i%C8F1hn 
zrft  18%  Si  On 
88%  *C3 
61  23%  CIS  Dip 
<9%  Z3%aUH6t 
17%  6%Qtn 
3^i  19%  dome 
m loVCBoaOU 
40%Ca£(ttvi« 

a 18%C**W&91 
,1%  * COME 

13%  5i CMgoiQai 

£fi  rtcamar 
X%  Jft  Cjohb 
EBA  CortB 
h ftOroURi 
37%  ifcaRKi 
140  50%Cpdsf 
16  6AQEU126* 
21{1 

83%  eSCanajo 

33ft  UOnatef 
*9%  ifCrnnn 
*9%  rfjtafSt 
rfJcortrT 


L3  14  5 1849  isS  16ft  tfllj 


IX  11  16  2179  43  Ci 

S H<0  37%  36% 

040  18  13  3682  XA  a 

056  ZB  11  a X 21[i 

120  13  H 7134  37  OS 


!A  43  tU 
i%  37%  A 

S3  $ 

38  30%  -% 
44  «%  A 
A 37  *1% 


51  & a 


MiCHebRG 

i7ACxkD»Si 

icuav 

tbsaeSO 
cm 
DM 
casQ> 
T5cnca» 
■7%CECSm 
21%  Cats  Fa 

6>2  0mM 
StCMNi 
Ettnrwa 

SMriaa 
CBHitaiii 

QrYma 

0*9* 

ssss11 

ass? 


024  05  M 3*  44%  44 

Q60  18  *4  1934  37%  35% 

11470  9 8% 

IM  18  13  2937  S%  S 

0.16  I I 753  « 13H 

1.1*  to  a so  hA  59% 

19137  3%  X>2 

aw  22  210  4%  4% 

18  2331  28%  27% 

032  5*  » 176  5%  5,1 

028  27  lion  10A  10 

012  08  12  268  21%  20% 

050  11  » 10813  43%  41% 

* 373  A ft 

OX  >6  M 545*  isj*  19, V 

OX  02  31  82»  133%  IX 

IX  105  127  Oft  12 

xst  S « 

010  01  4*  7EU  70%  67,. 

IS  96  II  SK  18  017ft 

064  (5  74  SOS  *1%  ill 

154  17%  16% 

0J6  08  a 8119  *4%  43% 

200  40  14  5477  41,5  40 

.•mm  T w,  1t‘i  It! 


(LX  D«  a 8119  **»1  43+  44%  -% 

200  49  « 5477  41,5  40  41%  *iS 

IX  S3  7 287  2*31  24ft  2*M  tft 

024  14  27  174  17H  17%  17ft  A 

aa  u 5 505  10%  92  -A 

096  O 16  66  15%  15ft  15%  -A 

010  SB  X 5692  7*  23%  jfl  .% 

005  05  X 6Z7  lift,  10,5  10%  .ft 


68%  Dim 
7%  QttM8 
4llOMfM 


7^CMBM 
4%QKtFai 
SbOKOtr 
sftacEW 
$*QMi 
96Qgia< 

5J2  Ogra  H 1 x 
81 A 43,5  BMP* 
21*  BA  CM  Bel 
B%  27%0»W 
n%  aUCKO 
25%  7%  CrtusCfc 
73ft  28%  C3qn> 

11ft  GQadn 
4i%  sAaoraa 
47ft  15d£ 

78%  14A0MS*? 
18%  10%  Oftn  Hi 
67%  naoon 
13%  B%CtenoftG 
36%  ZtfiOatO 
IMA  99%Ow756i 
57ft  ESOwW 
104  mOnUB 

1372  7*%  CM* 

12ft  9H  OHUmn! 
31%  tS,i  Cadnoi 
38*.  25%Cnsli 
88%  53% On C» 

41 A S%Caafa>i 

13%  *A  Cm  Dm 

Eft  7ft Dm™ 
nh  of.otfa 
iiu  ia%odmiAi 

6ft  5%CM4 
8ft  7%  MOM* 
60%  4*%  CoEflT 
34%  I7CUHG* 
a%  1Q%  CmndBCD 
73  4G%Dnkai 
2*A  11%  Conn: 

% 20%  Com  ns 
71 A 8%  CM 
51%  ZT^Cannn 
61]!  MCnMB 
74?  40C«fla 

45  ll&cnpw* 

42%  nHDimsa 
13%  SftQmaocWi 
34%  2ZACW1*! 

2*%  19ft  Can*. 

S%  ZlHCOMOtW' 
32%  24%  CMlCn*  * 
25%  19%  Qua 
56%  xftcam 

S.  7BCWEflPt 
41ftQBMfi 
E,1.  a,'«C»#ap 
48%  15%IMlStn 
58%  ccmni 

Sj,f;S4 

7D%  X%  Ctnp*  1 
26%  li,£  Catfra-Ufli 

S29%CmM 
SACohUh 

S2lACCntfr 
22%Cn*5» 

55*t  28%CMhb 
US  MftDuMV 
17ft  emu 
B2A  3*%  DvCaM 
i*ft  6u|  Dag 
37A  21%  Dm 
30%  lOiOppllf 
16%  U DOB 
37]!  IZfiOoaWnSK 
Sft  2*DmCU8 
62%  28%QmEa 
12%  llftCMK* 


an  40  5 505  10%  oy  9; 

09G  U 16  66  15%  15ft  1H 

OX  01  9 5693  74  23%  23^ 

005  as  a 6Z7  i<ft 

24  49  left  Mft  14(1 

120  26  ,1113*8  46%  45A  45j 

45  ISA  14%  Uj 

22209  uB,i  nh  39j 

tO  39  &a  2%  a? 

IB  366  30%  30ft  3H 

140  55  16  145  25%  25,5 

73H5  16  15A  154 

016  05  8 1909  33%  31.1  31  h 

216  01  12  19  35|i  35%  35jJ 

OX  42  11  143  18%  18%  18%  - * 

048  15  17  42B  22,1  31%  X%  .ft 

08a  82  58  55  10ft  16ft  IDA  ^4 

,74  69  1?  *393  E%  24%  25ft  .ft 

027  04  <042333  77%  60%  Baft  -37 i 

44  XE3  34%  33%  344 

9 1320  11%  14%  18(1 

0JD  05  S3  2SB  43,'.  41%  42H 

K 4%  4%  4t 

154  21  1627372  W%  79  79^ 

15  am  3ft  8ft  8% 

212  73  H 51  3 26%  BS 

11  66  16%  016%  16% 

an  14  16  474  26ft  lES%  3 

244  2*  41  SHM  87%  B5,*  85'; 

032  12  118  10,1  IDA  10% 

050  63  1SJ  7>2  7A  7% 

030  13  5737  II  7D%  117% 

7 2E3  6 5ft  1 

K ISJ  44,1  43%  44/, 

2 6070  4 3 % 3!J 

128  21  M 9*69  60A  58%  60% 

,20  14  13  6159  e*%  63  83% 

081  105  405  7ft  7%  Tft 

2*6  *1  71  54  mft  H*A  mil 

040  17  X 8938  uS,.  20>  23,5 

180  62  17  4207  2Bj,  37%  3S/j 

014  U Ml  EM  Till  70%  72% 

X 26U  10%  16%  16ft 


,1  K IP*  416*3  16*4  -*« 

an  14  16  474  2^2  <ES%  a 41 

244  20  41  STS*  87%  65,;  85';  -1ft 

032  12  118  10,1  IDA  10% 

050  67  153  7%  7ft  7%  -A 

029  15  5737  II  1D%  10%  .% 

7 2E3  5 50  6 *% 

K 13  44,;  43%  44ft  .% 

2 6070  4 3 % 3!i  -% 

ia  21  M 9*69  «A  56%  60%  .ft 

,20  1 4 13  6IS9  e*%  63  83%  -,’* 

081  109  405  fft  7%  7A  -ft 

2*6  41  71  St  60ft  60ft  60H 

0*0  17  X 8938  uS,.  20>  Z3,S  .3 

IX  62  17  4207  2BS  37*!  XU  *% 

OH  02  MIE34  Till  70%  72%  -3A  ‘ 

X 26U  10%  16%  16ft  -% 

D7T  12  2*71*16  E1%  3,1*  60%  -1 

35  *091  SA  7ft  aft  .ft 

066  2JJ  15  C3  37%  C%  32%  A 

0.73  4*  12  nr:  19ft  17ji  18%  .ft 

0 16  00  19  6379  27,1  3%  27ft 

006  06  11  1579  <0%  mo,;  A 

79S  60  5BA  S9%  .1ft 

088  6 8 S'  13,*  13ft  IJ,1,  -A  | 

162  54  13  216  30%  aft  Eft  .% 

756  74  a 102%  102%  10?% 

1 50  *5  « 16*  33ft  432j:  33ft  .% 

7*0  73  rt  Id1:  ID1%  101% 

1*4  I 3 97  3533  115ft  112%  HJlJ  -lii 

096  15  10  31  10.-*  117%  >0% 

OX  11  9 23*  19%  12%  18ft  U 

nw  nr  ,*  -mo  Ki,  V-i  «»  .5 


15%  11%  EVfHl 
3B%  30ft  OB 
« vaduso 
17%  9CRta 

so,;  «cm5 


soft  72fi  nmsen 
si%  rftDauk 

55%  ananncoi 
a%  9%  BaMf  I 

23*4  lift  DMMAt 
71%  7,1  UB6B 
71%  XAObiM 
12  A DDLS 

9U  3%M»(pfl0fi 

WJi  33%  Deat  Font: 


058  5 3 196  lift  11  lift 

13*  19  19  102  35  HA  34%  -ft 

050  60  414  8,'.  BA  !% 

D8S  103  172  6%  6*;  6%  .A 

049  62  4 3 5 7,‘J  7;f  -A 

080  18  15  2719  51, 50  Soft  .ft 

00B  0 4 521B793  1 £0  16ft  10%  *,{ 

aiD  06  1527567  it,*.  14%  10%  ■% 

144  27  16  39Z9  £2[t  67%  I 

0B  SM  48  12  llS  12  .ft 

052  28  6 273  3%  619%  I9j  ■; 

74  *900  X 19*2  193,  *1% 

008  03  159*57  71{ i 30%  Jlft  *‘I 

068  02  » 18*99  25%  X?.  X%  ..’ft 

080  X 7172  60%  50%  58%  -1ft 
DBS  03  13  B2S  .D.t  16%  19%  g 

OX  (7  1053  Xfi  29%  29jJ|  .ft 

la*,  :y  2-2  y, 

071  24  21  5387  S-t  »ft  29jJ  .% 

154  72  14  781  21 A 3l!;  2lft  -ft 

104  42  W 151  2*%  24,’.  24,1  .ft 

13*  62  13  S Ejl  25ft  Si;  .% 

156  24  24  8*86  3%  22%  SJ?,  nV 

214  45  15  7BSS  470  <6%  47%  .1% 

500  58  il®  ffi'2  B6%  K>; 

IX  IB  17  2741  53%  Ell  53%  ♦% 

188  38  ffl  477  24,1  a%  24,;  ,% 

a 4398  2S%  25,i  25%  -% 

056  17  1615570  33}!  33ft  3% 

30  46®  17ft  If  lift  y* 

9 S44  15%  15  15, -,1 

IX  30  14  81*2  44(1  U 44  -5 

042  21  12  121D  \9&  19,1  Hii  .ft 

080  II  » 575  57  56%  58%  -% 

X 2586  B]J  23%  aft  -1% 

ax  14  » am  zU  Zft  XU  .ft  . 

0J2  1 3 40  46C  57%  58ft  56U  •% 

OX  09  II  4208  37%  Eft  36{!  i 

i6*  57  n 54  sa  a%  a *% 

a 069  »%  23*4  23%  -A  i 

16  1®3  76K  75ft  75ft  .1ft 

10  ill  7ft  7K  A | 

04B  17  11  1484  an  23,1  a%  -ft 

OX  45  X 19  11%  lift  lift  -ft 

160  2 1DX  2%  2ft  2U  .% 

005  03  6 1883  16<4  I5)i  16%  +1 

180  17  37  3003  27%  26ft  28fi  -ft 

110  18  707  X»  36.V  EH  X 

0®  68  13  30  11%  ll*a  ll%  y. 

oa  18  II  3 32,'.  32A  Eft  -ft 

116  09  5 12  11%  11%  *1%  •% 

oa  05  4SXnB  47%  45ft  45*j  -1% 
1419  B%  B»  9ft 

UD  II  7092  12%  11%  12ft  -% 


1419  9%  8)J  9ft  nJ  41*  XS 

7092  12%  11%  12 ft  -%  Big  41% 

8 373  23%  zfli  SH  *1%  12% 


18%  3%EnqneU 
30%  1E%Eo8es«M 


g1S%EMMx 
8%  Mb  Bust 
38%Engn 
l1%Bns(K 
^pEaaaH 

«5  20%  EjMb 
34ft  2B%  EojCosx 
35*2  ZOftfiEft 
32%  2DS^ 


l5%£sHaor' 

77AS6^Enon 


S14>]FTDtaM 
l9F«QtaA 
OftFathet 
5taH 
HB?i  43%FMH 
86%  38b  FSM8I 
ZB  19ftF4d®l. 
7ft  1%  Fatten; 

72  XFoBtf 
28ft  XFedBdSi 
56ft  3q?F«pa 
30%  18  Fern  Dip 
a 7%  Hi 
44%  19u  FOOD 
X%  7%FMM 
9.S  3i.fi*  WF 

f40UF«lMD 
3%  Mil* 
srijFwn 
92% FM 

74  VHtnStti 
34  27ft  FMOT 
56  UI51IUE 
46}1  XFMFt 
47U  aFtakfiO 
a%  7ft  Baa 
47%  X%Reni 
26,’*  16%  Haw. 

33%  16FtaBOU 
X%  28ft  fUr  ■ 

32  ft  iBRCCp 
49%  19%RMr 
861;  2S,.Fflrt 
X 26%FaUmi 
PS  B%Fmi 
42%  25%R»an 
32%  llVFMHl 
X 18%Fm&» 

57%  S%FMfti 
68%  32%  fiwMf 
20,1  9HW» 

21 A 9%  FH4CBB 
X ISfitSlGD 
<8  9%  FffittnX 
S5%  23%  hm 
38ft  11%  FMOmm 


47ft  X%OTX. 
11%  1%  GRCM 
71|]  <6AG1ECP#I 
»%  21%E7EFIX 
12  ft  BljGtUBEQi 
51%  ?*%  SMs* 

so%  xftmvirfu 

75%  47%  Bnitt(l  > 
7CH  zUt*m 
■sol  17%  Count* 
M%  31%  BX00 

x%  zmsa 

93  32%  (ECU 
3ift  is,;  Bui 
32%  24%  GnMn 
M%  «%an0|a 
lift  «8ftGMBK< 
14%  7%  Cortot 
sail  mftBHM 
93%  47A0DM 
55%  30%  HM 
66%  ®%6BWfiPl 
<1  16,1  arao 
15ft  5l?Go6an 
13%  ft  Sanaa 
33  A raft  Gam  Be 
38'*  a%Gnn, 
36%  ,0%  a?]  a< 
82  Xftbltf 
as  17%  GoOtrSd 
20*’  12  ft  Genoa  H 
23S  12%  UlfH 
ft  5%OMGn) 
23j;  5%Oatted| 
64%  35%  Oh 
*1J  ll’OwsX 
76,*  47%enrt»i 
35*7  l4%OeumCo 
18%  5,;6W)WT 
X%  rlj  OataJ  tftr 
114%  B9j]  WsFl, 

» 26*jB(Wli 
IS%  45I'.u«M 
9%  ViVtoMk 
47ft  35,’ CW 
2i%  maw* 
54%  36.;  Sian 
17%  14,107MB 
X JinOMPTu 
47%  34,i  fiumnen 
65%  BBMn 

20A  9% Ban  18 Ft 

42%  24  Bnrfti 

17,1  7%  BUM 
7ft  iftBlMDR 
64  X%DBl 
89%  3%  04074*31 
29%  9%a*ldH 


ZH  15%W  TH40R 
57%  SUM, 

37%  16%  IWnal 
17%  6%  IftSUFpb 
17%  ,*  mat  Be* 
22%  20%  KtadLfetVit 
ISS  5‘lHwkmw 
3k  9%7teua? 

53ft  3B%HBBrinmi 
48%  2ft  HnuADH 
61 S 41%HrGd 
21%  12%  HU 
82,1  MSHateiftB. 
4CU  111;  rtnui  M 
tAtmpf 
20%  llIlMBe* 
55ft  27%IM 
47%  XHncs 
29%  i7%ltnMa 
00  37ji  HffWt 

aft  34%  msb4 
o ft  tat® 

Ift  IftHmui 
<2  A 3*1;  Bum 
41%  20%MqU*4 
47%  2i£»MIIb 
40  3%  HRtCreA 
61%  lOWOftf 


a a i 


15%  15ft  15% 
13,4  13%  13,1 
67  A B%  86% 
5%  6%  5% 
«%  MA  Mil 


43!}  ZJz  Dear  Dpi 
Eft  2D%aagPndi 
54%  3,4  DBBOBOr 
aft  mmxcMM 

44%  22%  OH 
28ft  4,*,  Hnonf 
42%  Z.’.OMqr 
57  A 27DoBFd 

faDMG 
37HDMRESX 
4%Damtsrtai 

13%  Donoaso, 

48  32ft  Data 
XS  ah  Hem 
102%  74llDwai 
39  41ftDw*B 
36%  17%  Dmjfin 
*4%  JlftDOE* 
lift  9ADteFd5( 
ft  84*  M4PB1 

*6%  DIEEno 

91  80%  D8B0BI5 
24,*  95  Dnrop 
71  SSAlWBEa 
25  IftDMBBb 
ES  X%DUQp 
S4ft  voA  am* 

X 94ftDM*4II 
K%  XVDtaBMOO* 
27%  9%  RU 


J6A  ISA  woo 
151!  5%lte*eHB 
81%  47%lfeB7! 

34%  UHDbBP* 
51%  24%  Mata  > 
76%  w%nmi 

63%  47AHMPBC* 
31%  6%  Hotel 
Z 12%MunBA 
8%  Eft  MW  He  1 
ID  6SHWPH 
3%  9%  M(pBBB 
19%  15%Hhp8H?l. 


3ft  1%EKM 
33%  18%  SW* 
37%  20%  EHnora 
31%  a'.BdUta 
*5%  EEMnpr* 


7T1  ran 
41%  X^Ee«4« 

36%  *A  total 


K 3 “I 

an  21  71  1383  76%  OIL 

OIB  07  19  285  Z%  Z% 

166  59  « 71  aft  36% 

188  45  16  499  37%  17, 

IX  3.9  » 1415  46>:  45ft 

IX  Z1  IE  0933  65['  G5 

IX  2.6  13  1116  570  67ft 

0*2  1.1  X 308*  37%  38% 

188  43  13  5057  25,1  MJJ 

080  10  W *16  32%  90% 

166  3%  1A 

13212  73  68% 

MS  08  20  472  34“  34?* 


aa^ 


IN. SECTS  (Pan  European  Sector  Indices  from  EuroB^nch8) 

Wl,*a  EanOeicW  - cantata  Bv»  bMd  saods  Hi®  stoat  Sung  sectota 

M 'ISSSr' ^dSS"Bb^ a^msutafliBtimS^ 


Fncu  BE 
BC5  (s>a!3i  |Q 

aps  cwptasi  a 

ope:  iiroapsa  sc 
w 'tiWl  69 

us  aa  a 

Sana  flswaaBBJi  ES 
iSffni  EteniBaJES  0 
nso  rrawaj  HS 
Stall  itewia  s 

.SLiSS*®* 


■L  I 

K« 

nu 

au 

ms 


Ota 

Mta 

2M3-T9S) 

1 

Out 

SIB 

m 

aw 

w 

HU 

S«S 

■Ti 

4fl 

SS6 

an 

2aa 

win 

2F  3 

43 

2H3 

KU 

on 

81322 

■cx 

« 

2*88 

as 

nu 

nsrt 

■*a 

« 

2HS 

«n 

m 

me 

jra 

461 

55S 

BK 

tan 

GHfl 

4413 

•in 

538 

raa 

nu 

mu 

-29 

45 

!tti* 

MS 

DU 

WUI 

■««9 

611 

ma 

'St 

XU 

sub 

m 

23 

5JU4 

ssa 

MS 

MM 

ns 

4B 

SSfl 

«3 

iin 

2Bi!  14%  M6h»1 
14|i  4%HHtce 
15%  SnlMB 
13%  KitampC* 

2251**3 

26%  Intake  Bit 
:C  14%  MIm 
18%  Ml1,’ Hi  Fund 
40%  28,iinh. 


mft  Ida 

10u  11 

"3  :?■? 


S ^ St 

1?%  du%  uft 
T23A  !Z%  1Z% 
U 12%  13% 


E,4 

Z';  21% 
1 oft  a 
24%  24% 
. n%  33% 

nA  '8 

31%  31 A 
63%  61% 
, 107,1  105% 
U’!!  12ft 
76%  71% 
86%  63% 


xl.'  .% 
0%  -A 

60%  .3ft 
73 

lift  .% 

44  .2 

45%  .% 

6*ll  .1% 

63  -2 

21 ;*  -ft 
86,’.  *2% 
2*Ii  -w 
33%  ■% 

'*%  & 
31% 

63,'C  .Ift 
106%  .ft 

S 4 

85%  .ft 

51  «A 

83,'.  .ft 

78%  -% 

5!  X 

% 

ID I*  -ft 

t/i 

$ *«3 

if  A 

01  ft  .% 


X!!  8%  taoM 
84jl  40,’iWKla 
*W  27%Hff*&* 
I0,i  4%tan6asi 

15  7-%l«tfUI 

16  2%  HooM 
ffi%  51ft  taBnll  ADA 
«%  58%Mr*M* 
37%  21%  MtUaroX 
X%  25,'l  Hums 
25%  ie%Hnfeon 

2 9%  Hstbr 
15%  8%i«at»T* 
47%  XftHo^naH 
53]£  23  KM  I 

■*.*  1;;  IW 

21  IfSHHUP 
9%  Ifh  HtttB , 
I9|2  11A  tan  (tap 
39g  lftlfa*esa« 

X%  12%  9ml 
25%  9%)MIHoC 


29  A 18,’,  BP  « « 
13,*  81*  RT  Pip|*l 
3,1  %QIU 
5C%  13%**  PM 
36%  19%  HE>f 
36%  SAftssftS 
31  XtasA 
8S%  38%  a « 

19J2  IW  ham 

M%  I?]}  BlCSUBla 
x%  10%  arm  Be. 
BA  25AMSKS 
18%  16  M lues 

attl  «**» 

16%  E%htaan 

=8  rJKS' 

54  HI4M 
54%  18%  BgUem 
30,*  5AkU8BuB 
lift  13%teCntfl 
8 & i%taeM 
IB]}  16ft  ttfOD 

169*4  36%  BN 
51%  XAuFFl 
31ft  15%  BUM 
65%  05>jMPM 
80%  45%  MM 
68  25, ft  Men 
41%  TOftMtnUin 
35%  27%  teCnn 


XI4  19,’,  S% 

B%  a)i  8% 

>>  it  n 

a%  7i  ii  cl; 

24%  23%  !4% 
12%  12%  12% 
73%  2* A 3% 

36%  »%  38% 
ISil  15%  15,’. 
z!i  x,!  »7S 
«?.  18%  10% 
B%  S3,;  n% 
16%  I6A  18,; 

l*,i  11%  14% 

10,*  10A  IDA 
19%  dip  19A 
3%  3%  3ft 
m%  49%  49(J 

w 416ft  lift 
0%  s.i  S% 
1%  «i  n,; 

2.1  2%  3A 
1«i‘  H%  11% 
170%  1«8%  169% 
37%  3*%  37% 
19]}  19%  nf 
*5%  44%  41V 

a s si 

ill!  r%  fli 

28, £ TTft  78,; 
B 7%  8 

1*5  ii.ft  i*i« 
4,4  0%  a I; 
ufi  i>%  i3{; 

s*1  5 SI 

29%  28%  a% 

as  23%  oil 

W%  18%  IB, ft 
M'.i  14 !.  14& 

a » 


US  8 JaftfrB&l 
42%  34%  JisaEn 
4%  I,ftj*ati6 
TH  ArtiOle 


19%  e%J*Mao?i 
6Sft  ffl%JfflDli 
82  ft  83%JKU 
6A  ZUitasBo 
27%  18a  JeHEnsti 
60  44%ASFb 


M.  ft  M 
OB  « E UOl 


OX  'll  9 1U  BA 

X IS  3Ki 

on:  09  n 2% 

088  M 3E  7 A 

IX  18  10  1183  73% 

06!  02  9 2081  12% 

034  U U 197  17 

IX  18  15  1569  63% 

IB)  1.1  4018421  90H 

103  7ft 
188  4.1  ffl.1447  ail 

'80  36*  It  137  53% 


«**  Sgli; 

a»  13  • 
ejs  as 

370wncmt  OSD  <19  ‘ 


, HAOWpl 
1 <1j0Kbi| 


m I* 

11 

145?  ;*£ 


««  ar'?  " «S 


3 HU RDM 
1S!2aEta0I* 
B%Krntf  FI 

aRztaSn 
raC?F 

Httafisni 

sucs£b 

nkuneci 

i;i,Ki4aana 

ZU>W«» 

«KOM 

a%BBeate 

7*%«bO 

rblMaOM 

aftnacraciHi 
B%  hems  M a 
l?%  la^Bttnr 
15%  tew: 

28%  Katlfc  • 
a.-.FcvCB 
25%*frtS 
EfttSidCai 
33%  UBS. 

21  sags® 

16%  Dp 
10A  IM 
ep%,iflea 

2JV  *!3l£p 

13-1  Kacapen 
5l;UnaF0 
UKnga 


29, ft  ZLG&EEn 
2W  iD%oua 
22%  l*,-«U7BPr 


vj,  31  31% 

ia  10  m 

4%  8 4 

25%  343  25% 
18  W 18 
49%  48%  43A 
Mft  mj%  13% 


<Lf2%  22&  ^ 

i2«  ill  fZK  *i 
17%  18%  17  -% 

at  3tA  sift  y« 
27%  25%  X%  *1A 


48A  49%  *lA 
■ft  V.  ■% 


OSG  »7  25  SS  ID  93 
QJ2  Z4  8 5Q  31%  3Ps 
(LEO  SI  STS  JZjleillZ 
0JC  2iJ  17  BSD  UK  ffij 
033  13  3298  38?  25$ 

34  3E99  24b  3*t 
OB4  U 7 278  »£  23 

-P-Q- 


1 45%PPQto 

iAFStau 
’ iMPsAnK 
14%  PseQa 

Suets 
FaMTi 
Pd 

PgtBtH 
ESBf 
2%PB» 
26APBUB 
’ 37FRta£n 
i 18%  fecaEni 
G7%  AaR*5i 
leFsxTnr 
I ISftPBBBj* 


31%  Pettis  a 

,2%FMScida 

nkPtpsai 

KAPieCaa 

Iftitaacn 

27%‘Wn 

XVtaelfci 
41%FMS3 
:9Fn££B> 
31%Pl*tri 
aPttaB 
XHrtC PI 

tjftPWP 

fVpc3&:> 


3-  Lmce  a > 

44%  IVV  LiiSref? 
4^2  165;  UiXe 
IJ*;  6 Unl!>  U 
57V  2?ijLWCcr 
32'd  l31m7Co 
3li  21j(  LearOtop  I 
34t  i7ftLr4Qt£cm> 
Zli  16-3 
85  22  V laman 

36.1  i*%LavQp 
41%  X%  LaceEto 

4%  p,t£ttO* 
i4%  tauusof 
S3%  »>*Li»t7C3> 
wv  rrftU/ 

24%  14L2>m1I 

»A  .tl;lW 
100  67  \satJf 

19.1  12,;uoR9d 
XV  ilticaa^a 

« 4,’ftUEB 
51%  nieCB 
st  tile  fir, 

5fi:  jitLcdL^’i 
!*{i  le’jner 
1M-*  76t  LT5T. 

3i;  8%‘.CW2r 
44%  iLpO"*'. 
i.\.  SAUrpteaF, 
21,-.  16-rlIoV 

66%  *’i%l:« 
i*A  5 ’.TJ  * 

40.1  15  LCV 

l#1’  liV  LitSl!*!, 

13  S-ftLiSrtJpi 
151;  7%  Loa*=a 
Zll  7Vlf»5 
56ft  12*1  LfrteO  P 


lx  emiliai;* 
45%  is-  wa 

;*  :3UKH:s 
67;  6'»i953^Vt, 
ZAlSF-n 
*r.  r^vwir'i 
a.;i  liiiiTxs. 

«ii  ft}?  Viiona  F 
IP,*  19V  ’/“.O  • 
i*{,  71%  ‘laxtr. 

4ft  V.VraUJ 

.1!  5”  MiiriC 
:i%  !hW: 

24%  v^r.  1 

•57  i::vat«.:; 
■*9J 

TS*j  OiftiSu. 

m!.‘  1?"  mm: 

V,  3%  •.•tr:' 
aft  ifina'.S 
13%  ii'i’isr5: 

3%  ryrp-s 
31%  if’J* an 
■3,:  6'jLSOo 
T95  lU!lfc=Stl 
46ft  JltlSK'a 
33%  13%  UBun 
*7%  2ft  ii irtS 
a ZUUWK 


11%  Ter*.  > 
42%Raq£ 
Z’lfWS: 

lfi  Ma«w«a 

BFMe-f 
iftPRaaH 
11%  Rn®T0 
23,f.PtsrDM* 
23PMS8 
EVRCst 
PithgtFiX 
15tP*2» 
r!l=tilb 

TT%  P JlfttB 

W.ftse&'a 

ilPST. 

X%RStl 

33,‘i>Hr 

JFVnsuxa 

8i»T»i 


z:\r-wjn 
rx  w-» 

2?v^S 

3%aftrS- 

aARSfii 

‘4%  RSteaBE, 

ZV^iSr* 

22^jjeS02 


rci 

tf*  MA 

la 

S3 


! 3 ^ 

^ 3* 

7%  7% 

11 
■J%  13% 


453  BE  17  1*  -'*% 

IX  64  Z57  16*4 

C2i  Ii  < S3  14% 

044  72  } :»  5% 

ix  50  ::  i«  2, ft 

24  7Td*  Zri 

2 ifO  ih 

i-C  <7!  4H  4A 

04(.  13  :ks»  a% 

i*£  72  t:  2E3  is.ft 

mo  Zi  ::  364  ;s% 

•:2  -s;  a 6£  Vi 

7 it 

c*o  t:  z a? 

;x  1 : :s  IS,  -4‘4 

•7  72  !«•-. 

(s.  :s  z re-  s? 

:k  ~ 77,1 

4 JU  :*; 

744  1:  1?  JSS;  3rb 

.2-  :•  • ;••  11V 

OH  i6  13  :i.-t 

;a  57  ■:  a at 

C’J  ” ?:  » 

CZ  04  S S I2t-'i 

D K i 3 316268  E.a 

320  :e% 
C?9  zt  ;s  2a  r 

071  54,;* 

OX  '•  4 ,j  353  5=A 

015  1 3 SIX-8  2ft 

CX  U 71  « 3V 

W it  E 2712  at 

■72  05  J7W59  45,; 


■<T  -J— 1 J,  *0-  ,0  «::t 

59%  31%U£r»l  3*  ii  50  STS  34% 

«%  4.’-,aj££:i  :;■!  C4  y w if’ 

a%  1M;3OT*J>  OK  30  'A  7S7  3,’i 


a%  i?j!‘SW4S< 
st  aii’TuSj 
69%  r.  ««■* 

46  :t  i’aeaF*. 
Eli  1l,'*iV2I 

(0%  *3 14SE7* 

9ii  Sft  i.’nrt,  I 
61%  29,'*li:&:i 
57%  50Vf«ti 

<7  31^-  Kr-cx,  01 
48%  s:i 
109%  S’fl'flOra 
4 it  Jil'istsT? 
2ft  17%  Use*  0-: 
at  7ft  (.tKPiSi 
7*1;  3*V  HOC 
enft  KA  LiaaietJr 
I*  *Al»48U 
sA  iil’WtrA 
37%  IF.ftWnDu 

3SA  17%  rani 
97%  tsiitra 
3 V nftuarRn 
»,*  in»sam 
29%  9%tOS€n4A« 
29%  9t  ttatJfiii 
16%  b.-.iMCom 
96% 

<2,;  2U%H8B1* 

10‘‘  OUttBaito 

el;  oturtki. 

630  B-Vunro 
72k  J9%  Umbos  p« 
lift  Bk  Unmtm 
20,'  UiUrtgcfflOi 
17,1  9,;  Hone  Cm  I 
1 «8V  »<sl!rpUPi 
11% 

98%  S3JjM'i3AB'M. 
ffl.i  Hi6npl»i> 
6%  JlinjnPr 
104};  EtUBMW 
15%  8%  UarKiuid 


12<;  IIUuntotoE* 
64,'*  ElUWfl* 
E,2  l"A  UitmUbs 
16%  lOftWiKfct 


45"te  teCHCem 
54t  nt  nam>n  1 
56%  43f:wCRti 

i7i%  nv  sacra 
40R  aSMMOi 
17%  11  Utan 
aj;  i«Vh«rini 
90j;  56^a*4Bm 
77%  »£«*, 

5S>4  3,i:nD» 

<8%  29%  H Fad 
-C;  35%8*fMS8 
28%  r-tHCeml 
(Oil  3%nCta 
7 2%K*3*>! 
3>t  ienUiQ 
14%  17«sa»i 

»V  3%  HER 
43,;  15  5HroiBa 

7%WBnAEa 
77,1  SftMiaarW 

5 1*  3}}  Kan  Am  Hi 
33ft  24  HElBiaB 
4ft  79C«|BI 
,9, 1 1 Bn  (Tnaif 
»ji  ftKcnWI 
lit  S%’BTJBla» 
40%  21  HI  In* 

Jrt  15,' B34M? 
Uft  EkHndl 
34%  2f%  BbUI 
34%  13%  BonrrtU 
93,'.  20,1  BmbCpHW 
65  «UjplC0i 
16”  loftnagu* 

25%  JftKdU 

»■>  H M*6« 

XA  ?*%  taMted 
B’o  IWi 
46,  * IftnaMU 
34J!  11  Mtt(M 

3 ktaPta. 

41A  a%inft5 
51%  iftPfcrtW 
St  19l4K0»« 
27%  ltl.mfak 
17%  11,4  re  LB 
3Dj.  C.iusss. 
a%  rsfi  him  1 
!J  Via* qta 

IB  56%N*p 
27%  2D%Kn»Plft 
157;  IKKCBr 
04%  47%  tntiHWm 
18%  161;  IV  Ct  MM" 
eft  siiHraCcm 
2ft  XI' mart 
12 !*  IIVBwsnHU 
10%  fttmenHH* 
54%  13%B|*b»c 


of«  l:  a sii  ?iA 
30  2-  ISO  67% 

10  1119  it’j 
1 u til  ait  i:ft 
MS  04  5316374  C~; 

144  20  *tici«  ns 

ck  ti  ic  a,; 

• jf  26  a 1331  <S,T 
IBi  1 J 37  3420  K); 
084  U IP  £S 
0 3T-  10  15  WI  ill; 
O*  II  NZSS4  B5% 

tea;  s a 3 

11  SO  79i! 

063  4J  4 990  Ift 
0(0  0 3 III  21 32  34% 
Old  02  51505  53% 

49  1EX  9|> 
0*6  31  e I'M  16ft 
0«  17  9 HR  !9]j 
8«  18  2373  B 

224  31  a 7X1  Z% 
e 6930  71" 
040  39  13  44  10,; 

0*4  38  325  '3,1 

683  4 1 303  13ft 

22  122  7ft 
MS  28  41 14609 

12  523  77ft 

366  2% 

02-  28  X 7 
an  oi  Haw  47t 
'«  20  S 7074  MO,-. 
0 09  0!  » Jl  10ft 
1*6  78  « 24  19,’, 

020  I?  3 386  10% 
396  33  71  9113  '3% 

145  38  31  ft 

5M  38  ilOO  90 
0*  IT  11  104  16,1 

E 2*9  ft 
096  18  1916402  99 

1130  BA 
640  07  JEM  71 
am  66  47J  9% 

081  53  85  11% 

!«  35  8n  «lft 
am  06  » *®o  a]i 
015  13  8 20  lift 


403  1H  -2% 

jS  *1  -A 

2il  36%  % 

I3-;  6ri  -A 
4 -T*  -ft 

a at  -4 
s »A 
^ »*  -A 

4-4  4T4 

?V  ft  -A 
=•:  i -a 
i:%  -A 

-.7?  :tj  .w 

H 1 ‘4 

■i  V 

I Sl  1 

134  :®  *: 

Wf,  K%  .1 
Tft  ii  -J; 

111 
aft  ft 
aft  a*4  -t  1 

<,C  43  ft  , 

51%  53«i  *3% 
54;i  85  -!% 

X-;  sf*  -ft 
-■*  stt  -3 


•*»  irj  »:t 

r%  5^= 

W»  Ti.C  *:,*, 

X 3 

si  I*  eji,  -IJ 
3t\  m -a 
35%  lift  •* 
B3A  sot  -A 

ti  !!t  3 
5 ti  t 

1st  19  -H 

2*  z*a  -ft 

■?¥  "i  y 
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Investors  reflect  sombre  political  backdrop  f ombs  threaten 


WORLDOV EWIEW. 

Ml  Street's  inability  to 
tackle  convincingly  the 
10.000  point  barrier  on  the 
Dow  and  the  US  market's 
overnight  pull-back  - its 
third  In  as  many  sessions  - 
knocked  the  wind  out  _ of 
equity  market  sails,  writes 
Michael  Morgan. 

Add  in  political  tensions  in 
Asia  - as  suspected  North 
Korean  ships  intruded  into 
Japanese  territorial  waters  - 
and  Nato's  preparations  to 


launch  air  strikes  against 
Yugoslavia,  and  the  stage 
was  set  for  a sombre  perfor- 
mance in  the  share  markets. 

Tokyo  and  Hong  Kong 
duly  obliged  with  sharp  fells. 
Tokyo  lost  &i  per  cent  as 
foreign  buying  was  unable  to 
keep  up  with  the  volume  of 
local  selling.  One  Asian  spe- 
cialist noted  that  financial 
year-end  preparations 
remained  the  market's  driv- 
ing force.  But  he  believed 
that  an  April  rally  was  still 
on  the  cards,  with  many 


Investors  keen  to  switch 
holdings  from  the  US. 

Hong  Kong,  which  had 
dung  to  a rallying  Nikkei's 
coat-tails,  found  no  good  rea- 
son to  let  go  as  the  Japanese 
market  retreated.  The  Hang 
Seng  index  finished  3 per 
cent  lower. 

European  markets  also 
took  some  knocks  but  most 
of  the  big  markets  closed  off 
their  lows.  Amsterdam  fin- 
ished with  a loss  of  per 
cent  while  Frankfurt  gave 
up  L5  per  emit 


Some  of  the  smaftpr  mar- 
kets were  harder  hit  by  the 
chill  winds  blowing  from 
Kosovo. 

Moscow  tumbled  5.1  per 
cent,  still  unsettled  by  the 
decision  by  Yevgeny  Prima- 
kov, file  prime  minister,  to 
abandon  a visit  to  the  US. 
Warsaw  was  another  5 per 
cent  loser  while  Athens, 
down  3.2  per  cent  on  Tues- 
day, lost  4J*  per  cent  Istan- 
bul gave  up  Z2  per  cent 
Wall  Street,  on  the  day, 
offered  little  in  the  way  of  a 


lead.  By  the  time  Europe 
dosed,  the  Dow  was  trading 
marginally  higher  as  news 
that  durable  goods  orders 
fell  5 per  cent  in  February 
provided  same  assistance. 

The  Standard  & Poor's  500, 
meanwhile,  stood  at  L265  as 
Abby  Joseph  Cohen,  Gold- 
man Sachs  chief  market 
strategist,  raised  her  1999 
target  for  the  index  to  1^25, 
based  on  an  improved  out- 
look for  corporate  profits. 

This  optimistic  forecast 
contrasts  with  the  view  of 


sceptics,  doubtful  about  cor- 
porate profits,  who  believe 
the  US  is  heading  for  a sig- 
nificant correction. 

Ms  Cohen,  one  of  Wall 
Street's  most  prominent 
bulls,  previously  expected 
the  benchmark  index  to  bit  a 
range  of  1,275-1,300  by  the 
end  of  this  year. 

But  she  expects  1999  and 
2000  to  be  years  of  continu- 
ing profit  expansion,  when 
aggregate  gams  will  be  bet- 
ter in  1998  which  was  a 
disappointing  year. 
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Dow  weakens  VW  drives  Frankfurt  lower 
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SFrI7,680.  Financials  were 
mostly  lower,  with  the 
exception  of  private  bank 


The  stock  market 

had  been  rising  strongly  this 
year  as  a result  of  the  global 
rebound  in  emerging  mar- 
kets, higher  commodity 
prices,  the  growing  convic- 
tion that  the  country’s  assets 
had  been  oversold  and  the 
increasing  likelihood  of  a 
stop-gap  IMF  deal 
But  the  decision  of  Yev- 
geny Primakov,  prime  minis- 
ter, to  postpone  a critical 
visit  to  Washington  - and 
the  IMF  headquarters  - on 
Tuesday  because  of  the 
increasing  tensions  over 
Kosovo  could  mark  a sharp 
turning  point  in  the  mar- 
ket’s fortunes.  The  symbol- 
ism of  Mr  Primakov  turning 
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Forme  says.  If  the  domestic 
politics  stay  calm  then  this 


hi-tech  rises 

bounced  gently  off  the  bot-  ■"'•nn--  r'-  ‘ “ 

tom  late  in  the  session  to  :•".£!  ' ocai 

AEX  Max  ^ 

Vnntobel  which  earned 
SFrllS  to  SFr2,685  in  ftrrther 

his  aircraft  ronna  miaway 
across  the  Atlantic  was  not 

will  not  change  the  lSkelif 
hood  of  an  IMF  agreement" 

close  with  the  Xetra  Dax  ~ , yrl 

index  down  73.16  or  L5  per  " -ii*  ya/juTV 

1 of  a sharp  rise  in  net  profit 

The  fear  now  is  that  any 

Trying  to  predict  the 
fntnre  course  of  Russian  doI- 

AMERICAS 

US  equities  moved  lower  in 
early  trading  after  a rally  in 
high-tech  shares  failed  to 
ignite  enthusiasm  in  the 
broader  market,  writes  John 
Labate  in  New  York. 

By  midday,  the  Dow  Jones 
Industrial  Average  had 
extended  Tuesday’s  steep 
219-point  sell-off.  slipping  a 
further  16.09  at  9.655.74.  The 
broader  Standard  & Poor's 
500  index  was  off  3.30  at 
1,258-84. 

A change  in  outlook  by 
one  of  the  market's  most 
well-known  bulls.  Abb; 
Joseph  Cohen  of  Goldman 
Sachs,  failed  to  rouse  senti- 
ment. Ms  Cohen  raised  her 
expectations  for  the  end  of 
the  year  performance  of  the 
Standard  & Poor's  500  index 
to  1,325  based  on  her  expec- 
tations for  profits. 

“The  main  factor  is  we’ve 
had  some  firmness  in  the 
bond  market  on  Kosovo  and 
weaker  than  expected  eco- 
nomic numbers."  said  Bill 
Meehan,  chief  market  ana- 
lyst at  Cantor  Fitzgerald. 

A sharp  drop  in  durable 
goods  orders  in  February 
provided  some  support  for 
bond  prices  in  early  trading. 

Among  Dow  shares,  IBM 
rose  $ig  to  after  It 

announced  a $3bn  strategic 
alliance  with  EMC.  while 
shares  of  EMC  climbed  *2A 
to  *116.  Telecoms  leader 
AT&T  gained  $lg  at  *794  a 
day  after  its  $8bn  debt  issue. 
On  the  downside,  Wal-Mart 
fell  SIB  to  $88£  and  Citi- 
group *1  to  *60%. 

America  Online,  down  $6£ 
at  *115ib,  was  the  most 
actively  traded  stock  on  the 
NYSE  after  Brown  Brothers 
Harriman  cut  its  rating  of 
the  shares  to  “short- 


term neutral"  from  “buy". 

Many  high-tech  leaders 
remained  higher  at  midday, 
sending  the  Nasdaq  compos- 
ite index  up  by  less  than  one 
point  to  2^323.04.  Dell  Com- 
puter rebounded  from  recent 
weakness,  up  Sl£  or  more 
than  4 per  cent  to  *37%  after 
the  company  announced  a 
new  technology  alliance. 

Micron  Technology  gained 
$2%  at  S52ft  after  ABN  Amro 
started  coverage  with  a 
“buy"  rating.  Motorola 
shares  climbed  *g  to  *70$ 
on  news  of  a $5m  Mexican 
cellular  deal. 

Gabelli  Asset  Management 
rose  S V.  to  *16%  after  Merrill 
Lynch  started  the  stock  as  a 
“near-term  accumulate". 

Revlon  shares  shot  up  23.7 
per  cent  or  *4  to  $20%  on 
speculation  it  was  in  take- 
over talks.  Smaller  company 
shares  had  eased,  sending 
the  Russell  2000  index  down 
by  less  than  a point  to  383.01. 

TORONTO  pushed  higher 
in  early  trading  thanks  to 
improving  energy  stocks, 
notably  oils,  and  a bounce 
for  telecoms  leader  BCE  on 
the  news  of  links  with  US 
giant  Amerltech. 

Renaissance  Energy  rose 
35  cents  to  C$18.10  as  inter- 
national oil  prices  continued 
to  raBy.  BCE  gained  70  cents 
to  C$68.05  while  Northern 
Telecom,  in  which  BCE  has 
a big  stake,  gained  C*L50  to 
C$80. 

Selected  industrials 
showed  solid  gains.  Alcan 
Aluminium  added  60  cents  at 
C$39.60  and  Seagram 
improved  45  cents  to  C$71.60. 

Golds  and  banks  were  duIL 
Barrick  Gold  shed  5 cents  at 
C$27.25.  Royal  Bank  of  Can- 
ada came  off  20  cents  at 
C$69.40  and  Bank  of  Mon- 
treal 60  cents  at  C$61.40. 


sion  low  of  4,749.90. 

Volkswagen  lost  ground  in 
a generally  weak  motor  sec- 
tor ahead  of  today's  results 
conference.  Last  month  VW 
sent  a shudder  through  the 
European  motor  industry 
when  it  unveiled  buoyant 
1996  figures  but  warned  of 
tougher  trading  in  1999. 

As  investors  and  analysts 
braced  themselves  for  detail 
on  the  likely  margin 
squeeze,  the  shares  gave  up 


The  FTSE  Eurotop  300  index  fell 
11.43  or  0.93  per  cent  to 
1,21739.  See  Euro  Prices  page. 


Mexico  City  reverses 
three-day  losing  streak 


MEXICO  CITY  pushed 
higher  in  early  trading, 
reversing  a three-day  losing 
streak  as  buyers  stepped  in 
to  snap  up  bargains. 

“We  lost  a bit  more  at  tbe 
opening  bell,  but  the  rally 
came  suddenly  around  early 
morning.  There  has  been 
some  genuine  buying,"  said 
one  broker. 

The  benchmark  EPC  index, 
down  almost  5 per  cent  over 
the  preceding  three  sessions, 
was  up  76.04  or  1.6  per  cent 
at  4,708.11  at  midsession  In 


what  brokers  described  as 
moderate  trading  volume. 

SAO  PAULO  also  rallied 
after  an  uncertain  start  with 
news  of  positive  foreign 
investment  flows  over  the 
past  three  weeks  helping  to 
underpin  sentiment.  The 
Bovespa  Index  was  up  141  or 
1.4  per  cent  at  10,558. 

CARACAS  ignored  the  bet- 
ter trend  of  international  oil 
prices,  concentrating  on  the 
negative  impact  of  potential 
oiJ  production  cuts.  Tbe  IBC 
Index  was  off  0.86  at  3359.01. 


€1.07  at  €55.79  having  back- 
tracked from  their  January 
peak  of  €78.70.  Daimler- 
Chrysler  came  off  €2.55  at 
€78.25  and  BMW  lost  80 
cents  at  €627.45. 

Banks  were  mixed  follow- 
ing Commerzbank’s  forecast 
of  significantly  lower  risk 
provisions  this  year.  Deut- 
sche Bank  retreated  37  cents 
at  €49.19  and  Commerzbank 
57  cents  at  €2633.  Dresdner 
added  40  cents  at  €36.55 

Mobilcom  continued  to 
wilt  in  the  Neuer  Markt,  the 
market  specialising  in 
smaller  high-tech  shares. 
The  stock  fell  to  its  lowest 
level  for  four  months,  slip- 
ping €32J30  or  13  per  cent  to 
€226.50  ahead  of  today’s 
annual  meeting  where 
approval  for  a round  of  capi- 
tal increases  is  expected. 
Elsewhere  in  the  telecommu- 
nications sector.  Deutsche 
Telekom  shed  97  cents  to 
€36.73  and  Mannesmann 
€2.95  at  €110.65. 

SAP.  a weak  market  lately 
with  the  shares  sliding  to  a 
16-month  low,  rallied  ahead 
of  today’s  results  statement, 
adding  €10.71)  at  €276. 

PARIS  staged  a late  recov- 
ery and  the  CAC-40  index 
closed  down  21.31  at  4.05&16 
after  touching  a low  for  the 
session  of  3,995.70.  Volume 
was  boosted  to  €3bn  by 
monthly  settlement  activity. 

Dexia  was  top  performer, 
jumping  €8J20  or  7 per  cent 
to  €126.  Good  earnings  and 


positive  forecasts  prompted 
a series  of  broker  upgrades, 
with  Soci6t6  Gdndrale  set- 
ting a price  target  at  €140. 

The  retail  sector  benefited 
from  rumours  that  US  giant 
Wal-Mart  and  Metro  of  Ger- 
many were  looking  for  take- 
over candidates  in  France. 
Promodds  jumped  €21  or  4 
per  cent  to  €542.  Carrefour 
gained  €1R50  to  €674. 

LVMH  rose  €6£0  to  €242 

as  it  annnutiwxl  plans  to  bid 

for  Gucci.  Analysts  said 
LVMH  was  a better  strategic 
fit  than  Pinault-Prin temps 
which  last  week  acquired  a 
40  per  cent  stake  in  Gucd. 
Shares  in  Pinault-Prin  temps 
lost  60  cents  at  €139.80. 

Merger  partners  Society 
Generate  and  Paribas  outper- 
formed following  their 
pledge  to  more  than  double 
the  value  of  the  combined 
entity.  Paribas  was  up  60 
cents  at  €10L50,  while  Soc- 
Gen  held  steady  at  €171. 

AMSTERDAM  suffered 
heavy  selling  of  blue  chips 
with  Royal  Dutch.  Unilever. 
Philips  and  ABN  Amrn  all 
underperforming  the  broad 
market  which  ended  6.95  or 
1.3  per  cent  lower  at  525.73 
on  the  AEX  index. 

A broker  downgrade  and 
adverse  talk  of  a US  take- 
over combined  to  send  Uni- 
lever lower.  Lehman 
Brothers  cut  its  rating  from 
buy  to  neutral  and  tbe 
shares  fell  €1.60  to  €63.50. 
Talk  that  the  foods  and 
detergents  giant  was  teeing 
up  a bid  for  US  cosmetics 
group  Revlon  hit  sentiment 

Philips  lost  €1.40  at  €71.15 
in  the  wake  of  Tuesday’s 
sell-off  for  US  techs  while 
Royal  Dutch  shed  90  cents  at 
€47.10  in  spite  of  a further 
bounce  for  international  ofl 
prices  with  Brent  Blend  flirt- 
ing with  *14  a barreL 


Jo’burg  rallies  on  trade  data 


SOUfflAFRIGA 

Johannesburg 


ended  off  84.1  at  6,463.3. 

Industrials  were  heavily 

rallied  sold  with  South  African 


modestly  following  positive  Breweries  losing  100  cents  at 
February  trade  data  but  the  R54.90.  which  helped  push 


upturn  was  insufficient  to  the  industrial  index  down 
entirely  repair  damage  94.6  at  7,559.5.  Golds  brushed 


caused  earlier  in  the  session  aside  a better  day  for  b al- 
and the  all  share  index  lion,  slipping  19.1  to  2379.2. 


Selling  wipes  out  Tokyo  gains 


ASIA  PACIFIC 

A bout  of  selling  in  Tokyo 
erased  recent  gains,  sending 
the  Nikkei  tumbling  more 
than  500  points  as  investors 
sought  to  fix  positions  fol- 
lowing the  rebound,  writes 
Alexandra  Ramey. 

Banks  and  exporters  were 
the  heaviest  traded  stocks, 
as  foreign  investors  sold 
technology  shares  that  had 
been  racking  up  gains 
recently.  The  Nikkei  225 
benchmark  index  fell  503,63 
or  3.14  per  cent  to  15.515.47, 
its  low  for  the  day.  It 
climbed  as  high  as  15,947.57 
in  early  trading. 

Other  indexes  slumped. 
The  Topix  index  of  first- 
section  shares  slid  2.38  per 
cent  or  30.12  to  1 .233.59.  and 
the  Nikkei  300,  a weighted 
average,  lost  2.7  per  cent  or 
6.87  to  247.43.  In  the  first  sec- 
tion, momentum  was 
strongly  negative  as  losing 
shares  outnumbered  gaining 
issues  863  to  318,  and  147 
shares  closed  unchanged. 

Nomura  Securities  tum- 
bled Y76.  or  5.3  per  cent,  to 
close  at  Y 1,364  as  reports 
emerged  that  It  would  ask 
banks  for  YlOflbn  in  subordi- 
nated loans,  on  top  of  earlier 
requests  For  Y3Q0bn  from  a 
syndicate  of  several  banks. 
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Standard  & Poor’s  announce- 
ment that  it  was  downgrad- 
ing the  broker's  debt  rating 
weighed  on  the  shares. 

Rival  Nikko  Securities  lost 
Y33  to  Y535,  and  other  banks 
tumbled.  Fuji  Bank  slid  Y39 
to  Y6S6,  the  Bank  of  Tokyo- 
Mitsubishi  Y54  to  Y1.656, 
and  the  Industrial  Bank  of 
Japan  Y75  to  Y820. 

Sanwa  Bank  slipped  Y40  to 
Y1.280  but  Sakura  Bank 
ended  up  Yl  at  Y360  in 
heavy  trading. 

Nissan.  Motor,  the  number 
two  carmaker,  gained  Y2Q  to 
Y455  on  hopes  of  a funda- 
mental restructuring  of  its 
parts  makers  following  the 
merger  of  two  of  Its  largest 


components  suppliers  this 
week.  Clarion,  one  of  it  parts 
suppliers,  gained  Y40  to 
Y580. 

NTT.  the  leading  telecom- 
munications operator,  lost 
Y50.000  to  Yl.130.000.  while 
NTT  Data  lost  Y10.000  to 
YIJHO.OOO  in  its  first  decline 
in  seven  days.  But  analysts 
said  there  was  still  strong 

Interest  In  the  stocks. 

HONG  KONG  tumbled  3 
per  cent,  pulled  down  by 
overseas  markets,  and  tbe 
Hang  Seng  index  finished 
329.67  lower  at  10.71L34.  up 
from  a low  or  10,653.67.  Turn- 
over picked  up  to  HKS5.6bn. 

Heavy  selling  was  seen 
only  in  the  market’s  big  blue 
chips,  chiefly  HSBC  Hold- 
ings which  plummeted  HK$7 
to  HKS233  and  Hutchison 
Whampoa  which  lost 
HKS2.25  to  HKS60.50. 

HSBC  had  advanced  more 
than  10  per  cent  since,  it 
reported  its  1998  results  on 
February  22  and  said  it 
would  seek  a New  York 
stock  exchange  listing  before 
the  year-end.  Hutchison  is 
expected  to  announce  a 22 
per  cent  fell  in  1998  when  it 
reports  results  today. 

BANGKOK  ran  into  steady 
selling  of  bank  shares  and  at 
the  dose  the  SET  index  was 
off  5.39  at  360.35.  The  banks 


index  came  off  5.7  per  cent 
as  the  sector  leaders  were 
sold  ahrari  of  the  economic 
package  the  government  is 
due  to  unveil  next  week.  At 
Bt2.43bn,  turnover  was  said 
to  be  thin.  Bangkok  Rank 
fell  Bt0.50  to  B153.50  and 
Krung  Thai  a similar 
amount  to  BtlS. 

WELLINGTON  moved 
lower,  hit  by  Wall  Street’s 
overnight  slide  and  concerns 
ahead  of  a number  of  big 
issues  which  threaten  to 
soak  up  NZ$3.5bn  - 7 per 
cent  of  the  total  market 
value  - of  investor  cash  in 
the  next  few  months.  NZ 
Telecom  lost  13  cents  at 

NZS8.97.  Tbe  40  capital  index 
came  off  3198  or  L5  per  cent 
at  2,115^0. 

BOMBAY  fell  sharply  on 
fond  selling  in  the  software 
sector  and  position  squaring 
ahead  of  today’s  market  holi- 
day. The  BSE-300  composite 
index  fell  74£1  or  1.99  per 

cent  to  3,682.69. 

KUALA  LUMPUR  closed  at 
its  lowest  level  in  nearly 
four  months  in  response  to 
Wall  Street's  slump  and 
weak  corporate  earnings. 
Tbe  composite  index  was 
down  8.91 . or  1.77  per  cent, 
at  494.57.  which  marked  a 
500-point  decline  since 
November  27. 


ABN  lost  55  cents  at  €18.75 
while  among  other  flnudall 
Fortis,  which  releases 
results  today,  fell  €1.16  or  38 
per  cent  to  €34.  Nedlloyd 
was  again  the  leading  firm 
feature,  rising  €1  to  €22  for  a 
two-day  advance  of  23  per 
cent  on  plans  for  the  listing 
of  the  group's  container  joint 
venture  with  UK  shipping 
leader.  P&0. 

ZURICH  was  lower  after  a 
cautious  day  and  the  SMI 
index  finished  64.6  down  at 
6,949.0  although  turnover 
held  up  to  SFr3bn. 

In  the  pharmaceutical  sec- 
tor. Roche  and  Novartis 
which  bucked  the  negative 
trend  initially,  closed  mixed. 
Novartis  finished  with  a loss 
of  SFrlO  at  SFriL350. 

The  share  has  been  under 
selling  pressure  for  two 
weeks  since  publishing  1998 
profit  figures,  but  some  ana- 
lysts believe  it  may  now 
have  hit  bottom.  Roche  cer- 
tificates, beneficiaries  of 
switching,  edged  up  SFr30  to 


SFr460  and  CS  Group  slipped 
SFr3  to  SFT25980. 

Watchmaker  TAG  Heuer 
dropped  SFrl  to  SFrl20  in 
spite  of  reporting  a 73-5  per 
cent  rise  in  profit  for  1996. 

ABB  suffered  from  contin- 
ued profit-taking,  losing 
SFri7  to  SFrl ,919.  ABB  rose 
sharply  in  early  trade  on 
Tuesday  after  announcing 
plans  to  merge  its  power 
generation  business  with 
French  conglomerate 
Alstom. 

MILAN  finished  off  its 
lows  but  more  than  1 per 
cent  weaker  with  the  Mibtel 
index  296  down  at  24^45. 

Telecom  Italia  was  one  of 
the  few  Mib30  stocks  to  end 
in  positive  territory,  lifted  by 
fresh  hopes  that  Olivetti's 
bid  for  the  telecoms  group 
could  succeed.  Telecom 
Italia  put  on  3.4  per  cent  to 
€934  while  Olivetti  eased  L.7 
per  cent  to  €2.76. 

MADRID  put  in  a dull  per- 
formance, with  the  general 
index  closing  down  3.63  at 
864-28.  Telepizza  was  a rare 
firm  feature,  jumping  40 
cents  to  €735  on  rumours 
over  an  imminent  merger. 


frustrate  an  agreement 
between  Russia  and  the  IMF, 
straining  the  country’s 
fmanras  to  breaking  point 

Already  the  central  bank 
has  been  forced  to  print 
more  money  to  cover  urgent 
budgetary  needs,  prompting 
a renewed  «*Hdp  in  the  rouble 
this  week. 

A further  downward  lurch 
in  Hie  economy  could  have 
worrying  political  implica- 
tions destroying  the  fragile 
equilibrium  so  carefully 
crafted  by  Mr  Primakov. 

If  the  Russian  government 
crumbles  - as  some  of  its 
senior  ministers  are  already 
predicting  - then  an  agree- 
ment with  the  IMF  would 
appear  all  the  more  remote. 


itics,  though.  Is  a mug's 
game.  Value  investors  may 
be  tempted  to  focus  more  an 
Russia’s  underlying  funda- 
mentals. 

By  international  stan- 
dards, Russian  assets  still 
appear  woefully  underval- 
ued: the  total  market  value 
of  the  Moscow  Times  index 
amounts  to  about  $l6bn  - or 
less  than  io  per  cent  of  gross 
domestic  product 

John-Paul  Smith,  Russia 
analyst  at  Morgan  Stanley 
Dean  Witter,  is  recommend- 
ing clients  buy  the  better 
quality  oil  companies  - such 
as  Lukoil  and  Surgutnefte- 
gaz  - and  ignore  the  rest  of 
the  market  “When  you  look 
at  the  ofl  and  gas  sector  on  a 
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But  Peter  Boone,  hpad  of  bottom  up  basis  there  has 


Written  and  edited  fay  Michael 
Morgan,  Jeffrey  Brawn,  Hortan 
Glmbei  and  Peter  HaB 


research  at  Brunswick  War- 
burg, suggests  that  - some- 
what perversely  - the  grow- 
ing tgnrfnng  around  Kosovo 
may  maTtp  an  IMF  deal  more 
probable.  The  US  adminis- 
tration. which  has  a big  say 
in  whether  the  IMF  agrees  a 
deal,  will  not  want  to  be 
seen  to  be  “punishing"  Rus- 
sia for  its  foreign  policy 
stance,  he  argues. 

“The  fact  that  political 
relations  have  deteriorated 
means  that  financial  rela- 
tions will  improve,”  Mr 


been  a massive  improvement 
in  operating  cash  flow  as  a 
result  of  tbe  devaluation.” 
be  says. 

But  even  at  the  micro-level 
there  are  risks  aplenty.  This 
week's  row  between  Yukos. 
the  giant  Russian  oil  com- 
pany, and  minority  share- 
holders in  ita  daughter  com- 
panies highlights  the  glaring 
imperfections  that  remain  in 
the  country's  corporate  gov- 
ernance regime. 
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